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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Office  of  Low  Rent  Public  Housing 
[  24  CFR  Part  1277  ] 

(Docket  No.  R-74-305J 

HOUSING  ASSISTANCE  PAYMENTS  PRO¬ 
GRAM-SUBSTANTIAL  REHABILITATION 

Proposed  Implementation  Provisions 

On  July  3,  1974,  the  Department  of 
Housing  and  Urban  Development 
(“HUD”)  published  in  the  Federal  Reg¬ 
ister  (39  FR  24588)  and  made  effective 
final  regulations  for  the  Housing  As¬ 
sistance  Payments  Program — Substan¬ 
tial  Rehabilitation  under  section  23  of  the 
U.S.  Housing  Act  of  1937  (“USHAct”). 

On  August  22,  1974,  the  President  of  the 
United  States  signed  the  Housing  and 
Community  Development  Act  of  1974 
(“HCD  Act”),  with  section  201(a) 
amending  the  USHAct.  Among  these 
amendments  is  a  new  section  8  which 
supplants  section  23  of  the  old  USHAct. 
On  October  8,  1974,  HUD  published  a 
notice  in  the  Federal  Register  (39  FR 
36128)  which  stated  that  section  201(b) 
of  the  HCD  Act  requires  section  8  of  the 
revised  USHAct  to  be  made  effective  not 
later  than  January  1,  1975,  and  which 
provided  interim  procedures  for  projects 
under  section  23  of  the  old  USHAct. 

Notice  is  hereby  given  that  HUD  pro¬ 
poses  to  amend  24  CFR  Chapter  VHI 
(the  title  of  which  Chapter  is  being 
changed  to  read  “Low  Income  Housing”) 
by  adding  a  new  Part  1277  in  order  to 
make  effective  and  to  implement  the  pro¬ 
visions  of  section  8  of  the  revised  USH 
Act.  The  proposed  regulations  set  forth 
the  essential  elements  of  the  Housing  As¬ 
sistance  Payments  Program-Substantial 
Rehabilitation  and  include,  among  other 
things,  the  roles  and  responsibilities  of 
HUD,  public  housing  agencies,  rehabili- 
tors,  owners,  and  eligible  lower-  and  very 
low-income  families;  the  basis  for  deter¬ 
mining  the  amount  of  housing  assistance 
payments;  and  the  prescribed  forms  of 
contracts. 

Interested  parties  are  invited  to  submit 
written  comments,  suggestions  and  ob¬ 
jections  regarding  the  proposed  amend¬ 
ment  by  December  9,  1974,  addressed  to 
the  Rules  Docket  Clerk,  Office  of  the 
General  Counsel,  Room  10245,  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment,  451  Seventh  Street,  SW.,  Washing¬ 
ton,  D.C.  20410.  All  relevant  material  will 
be  considered  before  adoption  of  the 
final  regulations.  A  copy  of  each  commu¬ 
nication  will  be  available  for  public  in¬ 
spection  during  regular  business  horn’s  at 
the  above  address. 

In  order  to  allow  time  for  considera¬ 
tion  of  comments  and  issuance  of  final 
regulations  by  January  1,  1975,  the  As¬ 
sistant  Secretary  for  Housing  Production 
and  Mortgage  Credit — FHA  Commis¬ 
sioner  has  determined  that  the  public 
interest  would  best  be  served  by  allowing 
for  a  15-day  comment  period. 

It  is  therefore  proposed  that  24  CFR, 
Part  1277,  read  as  follows: 
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PART  1277— HOUSING  ASSISTANCE 

PAYMENTS  PROGRAM— SUBSTANTIAL 
REHABILITATION 

Subpart  A — Applicability,  Scope  and  Basic 
Policies 

Sec. 

1277.101  Applicability  and  scope. 

1277.102  Definitions. 

1277.103  Basic  Policies. 

Subpart  B — Project  Development  and  Operation 

1277.201  Allocations  of  contract  authority 

to  field  offices. 

1277.202  Program  mix  (New  construction, 

substantial  rehabilitation,  exist¬ 
ing  housing). 

1277.203  Invitations  for  preliminary  pro¬ 

posals. 

1277.204  Contents  of  rehabilitation  pro¬ 

grams. 

1277.205  Contents  of  preliminary  proposal. 

1277.206  Submission  of  preliminary  pro¬ 

posals. 

1277.207  Proposals  involving  FUD-FHA 

mortgage  insurance. 

1277.208  Screening  and  evaluation  of  pre¬ 

liminary  proposals. 

1277.209  Final  proposals. 

1277.210  Evaluation  of  final  proposals. 

1277.211  Owner’s  acceptance  of  notification 

and  submission  of  architect’s 
certification. 

1277.212  Annual  contributions  contract  and 

agreement  (Private-owner/PHA 
projects) . 

127'.  .213  Submission  of  estimates  of  re¬ 
quired  annual  contributions 
(Private-owner/PHA  projects) . 

1277.214  Preparation  and  execution  of 

agreement  (Private-owner  and 
PHA-owner  projects). 

1277.215  Rehabilitation  period. 

1277.216  Project  completion. 

1277.217  Execution  of  Housing  Assistance 

Payments  Contract. 

1277.218  Project  operation. 

1277.219  HUD  review  of  contract  compli¬ 

ance. 

1277.220  PHA  reporting  requirements,  (re¬ 

served] 

Appendices 

Note:  Various  prescribed  forms  which  re¬ 
late  to  internal  HUD  processing  procedures 
are  not  included  herein,  but  will  appear  in 
the  HUD  Substantial  Rehabilitation  Hand¬ 
book. 

I.  Agreement  to  enter  into  Housing  Assist¬ 

ance  payments  Contract — Private- 
Owner  or  PHA-Owner  Project. 

II.  Housing  Assistance  Payments  Cmtract- 

Private-Owner  or  PHA-Owner  Project. 

III.  Annual  Contributions  Contract-Prlvate- 

Owner/PHA  Project.  (To  be  published 
for  comment  at  a  later  date.  The  An¬ 
nual  Contributions  Contract  will  con¬ 
form  to  the  provisions  of  Subparts  A 
and  B  and  Appendices  IV  and  V  of 
these  regulations.] 

IV.  Agreement  to  enter  into  housing  Assist¬ 

ance  Payments  Contract-Private- 
Owner /PHA  Project. 

V.  Housing  Assistance  Payments  Contract- 
Private-Owner/PHA  Project. 

Authority  :  Sec.  7(d),  Department  of 
>  Housing  and  Urban  Development  Act  (42 
U3.C.  3535(d) ) ;  sec.  5(b)  of  the  U.S.  Housing 
Act  of  1937  (42  U.S.C.  1437c(b)  ;  sec.  8  of  the 
U.S.  Housing  Act  of  1937  (42  U.S.C.  1437f ) . 

Subpart  A — Applicability,  Scope  and  Basic 
Policies 

§  1277.101  Applicability  and  scope. 

(a)  Hie  policies  and  procedures  con¬ 
tained  herein  are  applicable  to  the  mak¬ 


ing  of  housing  assistance  payments  on 
behalf  of  Eligible  Families  leasing  sub¬ 
stantially  rehabilitated  housing  pursu¬ 
ant  to  the  provisions  of  Section  8  of  the 
U.S.  Housing  ACt  of  1937  (“Act”) . 

(b)  For  the  purpose  of  this  Part,  “sub¬ 
stantially  rehabilitated  housing”  shall 
mean  housing  requiring  substantial  re- 
habiltation  (see  §  1277.102  (aa) )  fol 
which,  prior  to  the  start  of  such  re¬ 
habilitation,  an  Agreement  to  Enter  into 
Housing  Assistance  Payments  Contract  is 
executed  between  the  Owner  and  the  De¬ 
partment  of  Housing  and  Urban  Devel¬ 
opment  (“HUD”)  or  the  Public  Housing 
Agency. 

(c)  Conversions  of  section  23  projects 
to  the  section  8  program  will  be  permitted 
where  appropriate,  provided  that  all  par¬ 
ties  (including  HUD)  agree  to  the  terms 
and  conditions. 

§  1277.102  Definitions. 

(a)  Agreement  to  enter  into  housing 
assistance  payments  contract  (“Agree¬ 
ment'’) .  (1)  In  the  case  of  a  Private- 
Owner  Project  or  a  PHA-Owner  Project, 
a  written  agreement  between  the  Owner 
and  HUD  that,  upon  satisfactory  com¬ 
pletion  of  the  rehabilitation  in  accord¬ 
ance  with  the  HUD- approved  Final  Pro¬ 
posal,  HUD  will  enter  into  a  Housing 
Assistance  Payments  Contract  with  the 
Owner.  (See  Appendix  I  to  this  part) 

(2)  In  the  case  of  a  Private-Owner/ 
PHA  Project,  a  written  agreement  be¬ 
tween  the  Private  Owner  and  the  PHA, 
approved  by  HUD,  that,  upon  satisfac¬ 
tory  completion  of  the  rehabilitation  in 
accordance  with  the  HUD- approved 
Final  Proposal,  the  PHA  will  enter  into 
a  Housing  Assistance  Payments  Contract 
with  the  private  Owner.  (See  Appendix 
IV  to  this  part) 

(b)  Allowance  for  utilities  and  other 
services  (“Allowance”) .  An  amount  de¬ 
termined  by  HUD  as  an  allowance  for 
the  cost  of  utilities  (except  telephone) 
and  charges  for  other  services  payable 
directly  by  the  Family.  In  the  case  of  a 
proposal  under  which  the  Families  must 
pay  directly  for  one  or  more  utilities  or 
services,  the  amount  of  the  Allowance  is 
deducted  from  the  Gross  Rent  in  deter¬ 
mining  the  Contract  Rent  and  is  included 
in  the  Gross  Family  Contribution. 

(c)  Annual  contributions  contract 
(“ACC”) .  In  the  case  of  a  Private-Own- 
er/PHA  Project,  a  written  agreement 
between  HUD  and  the  PHA  to  provide 
annual  contributions  to  the  PHA  with 
respect  to  the  project.  (See  Appendix 
III  to  this  part) 

(d)  Contract  rent.  The  rent  payable 
to  the  Owner  under  his  Contract  in¬ 
cluding  the  portion  of  the  rent  payable 
by  the  Family.  In  the  case  of  a  coopera¬ 
tive,  the  term  “Contract  Rent”  means 
charges  under  the  occupancy  agreements 
between  the  members  and  the  coopera¬ 
tive. 

(e)  Decent,  safe,  and  sanitary.  Hous¬ 
ing  is  Decent,  Safe,  and  Sanitary  at  com¬ 
pletion  of  rehabilitation  if  the  dwelling 
units  and  related  facilities  are  accepted 
by  HUD  as  meeting  the  requirements  of 
the  Agreement.  (See  §  1277.216)  Hous¬ 
ing  continues  to  be  Decent,  Safe,  and 
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Sanitary  If  It  Is  being  maintained  in  a 
condition  substantially  the  same  as  that 
on  acceptance,  in  all  pertinent  respects, 
including  the  following : 

(1)  Condition  of  the  exterior  (includ¬ 
ing  the  grounds)  and  the  interior  of  the 
structure  and  of  the  housing  unit; 

(2)  Operating  condition  of  sanitary 
facilities  and  of  solid  and  liquid  waste 
disposal  facilities ; 

(3)  Operating  condition  of  kitchen  fa¬ 
cilities,  including  range  and  refrigerator, 
sink,  and  space  for  storage  of  food  and 
for  storage  of  utensils  and  dishes; 

(4)  Operating  condition  of  heating, 
lighting  and  ventilating  equipment  and/ 
or  other  facilities;  and 

(5)  Size,  number  of  rooms,  and  fur- 
nlshability  in  relation  to  the  size  and 
type  of  Family  in  occupancy  in  accord¬ 
ance  with  any  applicable  State  or  local 
codes. 

(f )  Eligible  family  ("Family") .  A  Fam¬ 
ily  which  is  Lower-Income  and  which 
meets  the  other  requirements  of  the  Act 
and  this  part.  The  term  Family  includes 
an  elderly,  handicapped,  or  displaced 
person  and  the  remaining  member  of  a 
tenant  family,  all  as  defined  in  section 
3(2)  of  the  Act.  A  Family’s  eligibility  for 
housing  assistance  payments  may  con¬ 
tinue  until  its  Gross  Family  Contribution 
equals  or  exceeds  the  Gross  Rent  for 
the  dwelling  unit  it  occupies,  but  the 
termination  of  housing  assistance  pay¬ 
ments  at  such  point  shall  not  affect  the 
family’s  other  rights  under  its  Lease. 

(g)  Fair  market  rent.  (1)  The  rent 
which  is  determined  by  HUD  as  the  Fair 
Market  Rent  for  new  construction  proj¬ 
ects  under  Section  8  of  the  Act.  This  Fair 
Market  Rent  is  the  rent,  including  util¬ 
ities  (except  telephone) ,  ranges  and  re¬ 
frigerators,  parking,  and  all  mainte¬ 
nance,  management  and  other  services, 
which,  as  determined  at  least  annually 
by  HUD,  would  be  required  to  be  paid  in 
order  to  obtain  privately  developed  and 
owned,  newly  constructed  rental  hous¬ 
ing  of  modest  (non -luxury)  nature  with 
suitable  amenities  and  sound  architec¬ 
tural  design  meeting  the  objectives  of 
the  HUD  Minimum  Property  Standards. 

(2)  Separate  Fair  Market  Rents  will  be 
established  for  dwelling  units  by  various 
sizes  (number  of  bedrooms)  and  types 
(e.g.,  elevator,  row,  detached;  housing 
designed  for  the  elderly  or  handicapped 
shall  be  a  separate  type  for  this  purpose. 

( 3 )  The  Fair  Market  Rents  will  be  pub¬ 
lished  in  the  Federal  Register,  and,  in 
order  to  allow  for  the  period  of  rehabili¬ 
tation,  computation  of  the  published  Fair 
Market  Rents  will  Include  HUD’s  esti¬ 
mate  of  anticipated  rent  increases  dur¬ 
ing  an  appropriate  future  period  as 
stated  in  the  publication.  Accordingly, 
for  any  given  project  for  which  the 
scheduled  time  for  rehabilitation  will  be 
less  than  such  future  period,  an  appro¬ 
priate  reduction  will  be  made  in  deter¬ 
mining  the  approvable  Contract  Rent. 

(4)  The  Fair  Market  Rent,  minus  the 
amount  of  any  applicable  Allowance  for 
Utilities  and  Other  Services  payable  di¬ 
rectly  by  the  Family,  shall  be  the  maxi¬ 
mum  amount  that  can  be  approved  as 
the  Contract  Rent,  except  that  the  maxi¬ 


mum  approvable  amount  may  be  lower 
as  stated  in  paragraph  (g)(3)  of  this 
section  and  may  be  higher  or  lower  as 
provided  in  5  1277.103(f). 

(h)  Final  proposal.  A  proposal  to  pro¬ 
vide  substantally  rehabilitated  housing 
submitted  in  response  to  a  HUD  notifica¬ 
tion  of  selection  of  Preliminary  Proposal 
(See  §§  1277.204  and  1277.208-1277.210.) 

(i)  Gross  family  contribution.  The  por¬ 
tion  of  the  Gross  Rent  payable  by  an 
Eligible  Family,  i.e.,  the  difference  be¬ 
tween  the  amount  of  the  housing  assist¬ 
ance  payment  payable  on  behalf  of  the 
Family  and  the  Gross  Rent.  . 

(j)  Gross  rent.  The  Contract  Rent 
plus  any  Allowance  for  Utilities  and 
Other  Services. 

(k)  HCD  Act.  The  Housing  and  Com¬ 
munity  Development  Act  of  1974. 

(l)  Housing  assistance  payments  con¬ 
tract  ("Contract") .  (1)  In  the  case  of  a 
Private-Owner  Project  or  a  PHA-Owner 
Project,  a  written  contract  between  the 
Owner  and  HUD  for  the  purpose  of  pro¬ 
viding  housing  assistance  payments  to 
the  Owner  on  behalf  of  Eligible  Fam¬ 
ilies.  (See  Appendix  n  to  this  part.) 

(2)  In  the  case  of  a  Private-Owner/ 
PHA  Project,  a  written  contract  between 
the  private  Owner  and  the  PHA,  ap¬ 
proved  by  HUD,  for  the  purpose  of  pro¬ 
viding  housing  assistance  payments  to 
the  Owner  on  behalf  of  Eligible  Fam¬ 
ilies.  (See  Appendix  V  to  his  part.) 

(m)  Housing  assistance  payments  on 
behalf  of  eligible  family.  The  amount  of 
housng  assistance  payment  on  behalf  of 
an  Eligible  Family  determined  in  accord¬ 
ance  with  schedules  and  criteria  estab¬ 
lished  by  HUD.  (See  S  1277.103  (t).) 

(n)  Income.  Income  from  all  sources  of 
each  member  of  the  household  as  deter¬ 
mined  in  accordance  with  criteria  estab¬ 
lished  by  HUD. 

(o)  Invitation  for  preliminary  pro¬ 
posals — substantial  rehabilitation  (" in¬ 
vitation  for  preliminary  proposals").  A 
notice  published  by  HUD  inviting  the 
submission  of  Preliminary  Proposals  in 
accordance  with  this  Part.  (See  S  1277.- 
203.) 

(p)  Lease.  A  written  agreement  be¬ 
tween  an  Owner  and  an  Eligible  Family 
for  the  leasing  of  a  Decent,  Safe,  and 
Sanitary  dwelling  unit  in  accordance 
with  the  applicable  Contract,  which 
agreement  is  in  compliance  with  the  pro¬ 
visions  of  this  Part. 

(q)  Local  Housing  Assistance  Plan.  A 
housing  assistance  plan  submitted  by  a 
unit  of  general  local  government  and 
approved  by  HUD  under  section  104  of 
the  HCD  Act  or,  in  the  case  of  a  unit  of 
general  local  government  not  participat¬ 
ing  under  Title  I  of  the  HCD  Act,  a  hous¬ 
ing  plan  approved  by  the  Secretary  as 
meeting  the  requirements  of  section  213 
of  that  Act. 

(r)  Lower-income  family.  A  family 
whose  income  does  not  exceed  80  percent 
of  the  median  income  for  the  area  as 
determined  by  HUD  with  adjustments 
for  smaller  or  larger  families,  except  that 
HUD  may  establish  income  limits  higher 
or  lower  than  80  percent  on  the  bas is  of 
its  findings  that  such  variations  are  nec¬ 
essary  because  of  the  prevailing  levels  of 


construction  costs,  unusually  high  or  low 
incomes,  or  other  factors. 

(s)  New  communities.  New  community 
developments  approved  under  Title  IV 
of  the  Housing  and  Urban  Development 
Act  of  1968  and  Title  VII  of  the  Housing 
and  Urban  Development  Act  of  1970. 

(t)  Owner.  Any  private  person  or  en¬ 
tity,  including  a  cooperative,  or  a  PHA, 
having  the  legal  right  to  lease  or  sublease 
substantially  rehabilitated  dwelling 
units. 

(u)  PHA-Owner  Proposal  and  PHA- 
Owner  Project.  A  proposal  for  a  project 
under  this  Part  (and  the  resulting  proj¬ 
ect)  to  be  owned  by  a  PHA  throughout 
the  term  of  the  Agreement  and  Contract 
where  such  Agreement  and  Contract  are 
to  be  entered  into  between  the  PHA  and 
HUD. 

(v)  Preliminary  proposal.  A  proposal 
to  provide  substantially  rehabilitated 
housing  submitted  in  response  to  a  HUD 
Invitation  for  Preliminary  Proposals. 
(See  5§  1277.203-1277.208.) 

(w)  Private-owner /PHA  proposal  and 
private-owner /PH A  project.  A  proposal 
for  a  project  under  this  part  (and  the 
resulting  project)  to  be  owned  by  a  pri¬ 
vate  Owner  throughout  the  term  of  the 
Agreement  and  Contract  where  such 
Agreement  and  Contract  are  to  be 
entered  into  between  the  private  Owner 
and  the  PHA  pursuant  to  an  ACC  be¬ 
tween  the  PHA  and  HUD. 

(x)  Private-owner  proposal  and  pri¬ 
vate-owner  project.  A  proposal  for  a  proj¬ 
ect  under  this  Part  (and  the  resulting 
project)  to  be  owned  by  a  private  Owner 
throughout  the  term  of  the  Agreement 
and  Contract  where  such  Agreement  and 
Contract  are  to  be  entered  into  between 
the  private  Owner  and  HUD. 

(y)  Public  Housing  Agency  ("PHA”). 
Any  State,  county,  municipality,  or  other 
governmental  entity  or  public  body  (or 
agency  or  instrumentality  thereof)  which 
is  authorized  to  engage  in  or  assist  in  the 
development  or  operation  of  housing  for 
low-income  Families. 

(z)  Secretary.  The  secretary  of  Hous¬ 
ing  and  Urban  Development. 

(aa)  Substantial  rehabilitation.  (1) 
The  improvement  of  a  property  to  De¬ 
cent,  Safe,  and  Sanitary  condition  and 
in  accord  with  HUD  requirements  from 
a  condition  requiring  more  than  routine 
or  minor  repairs  or  improvements  of  such 
extent  as  to  necessitate  execution  of  an 
Agreement  prior  to  the  performance  of 
the  work.  Substantial  Rehabilitation  may 
vary  in  degree  from  gutting  and  exten¬ 
sive  reconstruction  to  cosmetic  improve¬ 
ments  coupled  with  cure  of  substantial 
accumulation  of  deferred  maintenance. 
Cosmetic  improvements  alone  do  not 
qualify  as  Substantial  Rehabilitation 
under  this  definition. 

(2)  Substantial  rehabilitation  also  in¬ 
cludes  renovation,  alteration  or  remodel¬ 
ing  for  the  conversion  or  adaptation  of 
structurally  sound  property  to  the  design 
and  condition  required  for  use  under  this 
Part  (e.g.,  conversion  of  a  hotel  to  hous¬ 
ing  for  the  elderly) . 

(bb)  Very  low-income  family.  A  family 
whose  income  does  not  exceed  50  per¬ 
cent  of  the  median  income  for  the  area. 
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as  determined  by  HUD,  with  adjust¬ 
ments  for  smaller  or  larger  families. 

§  1277.103  Basic  policies. 

(a)  Limitation  on  use  of  substantially 
rehabilitated  housing.  (1)  No  proposal 
for  housing  to  be  rehabilitated  may  be 
approved  by  HUD  unless  HUD  require¬ 
ments  implementing  the  provisions  of 
section  213  (a),  (b)  and  (c)  of  the  HCD 
Act  regarding  review  by  the  unit  of  gen¬ 
eral  local  government  have  been  satis¬ 
fied. 

(2)  Substantial  rehabilitation  projects 
shall  be  permitted  only  where:  (i)  HUD 
determines  that  there  is  not  and  there  is 
not  likely  soon  to  be  an  adequate  supply 
of  existing  housing  which,  with  the  aid 
of  housing  assistance  payments  provided 
under  the  Section  8  Housing  Assistance 
Payments  Program — Existing  Housing, 
can  meet  the  needs  of  Eligible  Families, 
or  (ii)  the  proposed  project  is  specifically 
approved  by  HUD  in  accordance  with 
priorities  established  from  time  to  time 
by  the  Secretary  including  priorities  for 
New  Communities  which  involve  sub¬ 
stantial  rehabilitation. 

(b)  Preference  for  certain  types  of 
projects — (1)  20  percent  projects.  Assist¬ 
ance  payments  may  be  made  with  respect 
to  up  to  100  percent  of  the  dwelling  units 
in  any  structure  or  project.  However, 
within  the  category  of  projects  that  are 
not  designed  for  use  primarily  by  the 
elderly  and  the  handicapped  and  which 
involve  the  rehabilitation  of  more  than 
50  units,  a  preference  will  be  provided  for 
projects  in  which  the  housing  assistance 
will  be  limited  to  20  percent  or  less  of  the 
units.  (See  $  1277.208(e)  (1) .) 

(2)  Three  or  more  bedroom  projects. 
Where  the  need  for  dwelling  units  of 
three  or  more  bedroom  size  (“large 
dwelling  units”)  is  shown,  a  preference 
will  be  provided  for  projects  of  which  a 
substantial  proportion  will  comprise  large 
dwelling  units,  but  without  undue  con¬ 
centration  of  such  large  dwelling  units 
in  any  one  location.  (See  5  1277.208 
(e)  (2) .)  Each  HUD  field  office  shall  be 
responsible  for  selecting,  to  the  extent 
feasible,  projects  which  in  the  aggregate 
will  achieve  the  goal  of  providing  a  num¬ 
ber  of  large  dwelling  units  equal  to  at 
least  20  percent  of  all  the  assisted  units 
approved  under  the  Section  8  Housing 
Assistance  Payments  Program. 

(c)  Maximum  total  annual  housing 
assistance  payments  {private-owner  or 
PH  A- owner  projects) — (1)  The  maxi¬ 
mum  total  annual  housing  assistance 
payments  that  may  be  committed  under 
the  Contract  shall  be  the  total  of  the 
Gross  Rents  for  all  the  Contract  units 
in  the  project. 

(2)  A  project  account  will  be  estab¬ 
lished  and  maintained,  in  an  amount 
as  determined  by  the  Secretary  consist¬ 
ent  with  his  responsibilities  under  sec¬ 
tion  8(c)  (6)  of  the  Act,  out  of  amounts 
by  which  the  maximum  Contract  Com¬ 
mitment  per  year  exceeds  amounts  paid 
under  the  Contract  for  any  year.  This  ac¬ 
count  will  be  established  and  maintained 
by  HUD  as  a  specifically  identified  and 
segregated  account,  and  payment  shall 


be  made  therefrom  only  for  the  follow¬ 
ing  purposes : 

(i)  Increases  in  housing  assistance 
payments;  and 

(ii)  Other  costs  specifically  authorized 
or  approved  by  the  Secretary. 

Any  balance  in  this  account  after  pay¬ 
ment  of  the  last  housing  assistance  pay¬ 
ment  shall  be  applied  by  HUD  as  a  re¬ 
ceipt  under  section  10(b)  of  the  Act. 

(d)  Annual  contributions  (private- 
owner /FH  A  projects ).  (1)  The  maxi¬ 
mum  total  annual  contributions  that 
may  be  contracted  for  in  the  ACC  for  a 
project  shall  be:  (i)  The  total  of  the 
Gross  Rents  for  all  the  Contract  units 
in  the  project  plus  (ii)  a  fee  for  the 
regular  costs  of  PHA  administration. 
HUD-approved  preliminary  costs  for  ad¬ 
ministration  (including  administrative 
costs  in  connection  with  PHA  activities 
related  to  relocation  of  occupants)  shall 
be  payable  out  of  this  total. 

(2)  A  project  account  will  be  estab¬ 
lished  and  maintained,  in  an  amount 
as  determined  by  the  Secretary  consist¬ 
ent  with  his  responsibilities  under  sec¬ 
tion  8(c)  (6)  of  the  Act,  out  of  amounts 
by  which  the  maximum  ACC  commit¬ 
ment  per  ,year  exceeds  amounts  paid 
under  the  ACC  for  any  year.  This  ac¬ 
count  shall  be  established  and  main¬ 
tained  by  HUD  as  a  specifically  identified 
and  segregated  account,  and  payment 
shall  be  made  therefrom  only  for  the 
following  purposes : 

(i)  Increases  in  housing  assistance 
payments; 

(ii)  Increases  in  the  amount  of  the 
fee  for  regular  PHA  costs  of  administra¬ 
tion;  and 

(iii)  Other  costs  specifically  author¬ 
ized  or  approved  by  the  Secretary. 

Any  balance  in  this  account  after  pay¬ 
ment  of  the  last  annual  contribution  for 
the  project  shall  be  applied  by  HUD  as 
a  receipt  under  section  10(b)  of  the  Act. 

(e)  Housing  assistance  payments  to 
owners — (1)  General.  Housing  assistance 
payments  shall  be  paid  to  Owners  for 
units  under  lease  by  Eligible  Families, 
in  accordance  with  the  Contract  and  as 
provided  in  this  paragraph.  The  hous¬ 
ing  assistance  payment  will  pay  the 
Owner  the  difference  between  the  Con¬ 
tract  Rent  and  the  portion  of  said  rent 
payable  by  the  Family  as  determined  in 
accordance  with  the  HUD-established 
schedules  and  criteria. 

(2)  Vacancies  during  rent-up.  If  a 
Contract  unit  is  not  leased  as  of  the 
effective  date  of  the  Contract,  the  Owner 
shall  be  entitled  to  housing  assistance 
payments  in  the  amount  of  70  percent  of 
the  Contract  Rent  for  the  unit  for  a  va¬ 
cancy  period  not  exceeding  60  days  from 
the  effective  date  of  the  Contract:  Pro¬ 
vided,  That  the  Owner  (i)  commenced 
marketing  and  otherwise  complied  with 
§  1277.215,  (ii)  has  taken  and  continues 
to  take  all  feasible  actions  to  fill  the 
vacancy,  including,  but  not  limited  to, 
contacting  applicants  on  his  waiting  list, 
requesting  the  PHA  and  other  appropri¬ 
ate  sources  to  refer  eligible  applicants, 
and  advertising  the  availability  of  the 


unit,  and  (iii)  has  not  rejected  any  eli¬ 
gible  applicant,  except  for  good  cause 
acceptable  to  HUD  or  the  PHA,  as  the 
case  may  be. 

(3)  Vacancies  after  rent-up.  (i)  If 
an  Eligible  Family  vacates  its  unit  (other 
than  as  a  result  of  action  by  the  Owner 
which  is  in  violation  of  the  Lease  or 
the  Contract  or  any  applicable  law) ,  the 
Owner  shall  receive  housing  assistance 
payments  in  the  amount  of  70  percent  of 
the  Contract  Rent  for  a  vacancy  period 
not  exceeding  60  days:  Provided,  how¬ 
ever,  That  if  the  Owner  collects  any  of 
the  Family’s  share  of  the  rent  for  this 
period  in  an  amount  which,  when  added 
to  the  70  percent  payments,  results  in 
more  than  the  Contract  Rent,  such  ex¬ 
cess  shall  be  payable  to  HUD  or  as  HUD 
may  direct.  (See  also  §  1277.103(r).)  The 
Owner  shall  not  be  enttiled  to  any  pay¬ 
ment  under  this  paragraph  unless  he: 
(A)  Immediately  upon  learning  of  the 
vacancy,  has  notified  HUD  or  the  PHA, 
as  the  case  may  be,  of  the  vacancy  or 
prospective  vacancy  and  the  reasons  for 
the  vacancy,  and  (B)  has  taken  and  con- 
tiues  to  take  the  actions  specified  in  par¬ 
agraphs  (e)  (2)  (ii)  and  (e)  (2)  (iii)  of  this 
section. 

(ii)  If  the  Owner  proposes  to  evict  an 
Eligible  Family,  he  shall  not  be  entitled 
to  any  payment  under  paragraph  (e)  (3) 
(i)  of  this  section  unless  the  request  for 
such  payment  is  supported  by  a  certifi¬ 
cation  that  (A)  he  has  given  such  Family 
a  written  notice  of  the  proposed  eviction, 
stating  the  grounds  and  advising  the 
Family  that  it  has  10  days  within  which 
to  present  its  objections  to  the  Owner  in 
writing  or  in  person  and  (B)  the  pro¬ 
posed  eviction  is  not  in  violation  of  the 
Lease  or  the  Contract  or  any  applicable 
law. 

(4)  The  Owner  shall  not  be  entitled  to 
housing  assistance  payments  with  respect 
to  vacant  units  under  this  paragraph  to 
the  extent  he  is  entitled  to  payments 
from  other  sources  (for  example,  pay¬ 
ments  for  losses  of  rental  income  in¬ 
curred  for  holding  units  vacant  for  relo- 
catees  pursuant  to  Title  I  of  the  HCD  Act 
or  payments  under  §  1277.103(r) ) . 

(f )  Initial  maximum  rents  to  Owners. 

( 1 )  The  sum  of  the  initial  Contract  Rents 
and  any  Allowances  for  Utilities  and 
Other  Services  shall  not  exceed  the  Fair 
Market  Rents  for  newly  constructed 
rental  housing,  except  that  such  Fair 
Market  Rents  may  be  exceeded  (i)  by  up 
tb  10  percent  if  the  field  office  director 
determines  that  such  higher  rents  meet 
the  test  of  reasonableness  in  paragraph 
(f)  (2)  of  this  section  and  are  necessary 
to  the  implementation  of  a  Local  Hous¬ 
ing  Assistance  Plan,  if  any,  or  (ii)  by  up 
to  20  percent,  where  the  Assistant  Secre¬ 
tary  for  Housing  Production  and  Mort¬ 
gage  Credit  determines  that  special  cir¬ 
cumstances  warrant  such  higher  rents  or 
determines  that  such  higher  rents  are 
necessary  to  the  implementation  of  a 
Local  Housing  Assistance  Plan. 

(2)  In  any  case,  the  Contract  Rents  as 
proposed  must  be  determined  by  HUD 
to  be  reasonable  in  relation  to  the  quality, 
location,  amenities,  methods  and  terms 
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of  financing  and  management  and  main¬ 
tenance  services  of  the  project,  and  pro¬ 
posed  rents  shall  be  subject  to  reduction 
if  they  are  found  to  be  higher  than  such 
reasonable  rents. 

(3)  In  addition,  for  projects  financed 
with  HUD-insured  mortgages,  initial 
Contract  Rents  for  units  assisted  under 
this  Contract  shall  not  exceed  the  rents 
approved  by  HUD  in  connection  with  the 
mortgage  insurance  for  such  projects. 

(g)  Term  of  housing  assistance  pay¬ 
ments  contract.  (1)  A  Contract  may  be 
for  an  initial  term  of  not  more  than  five 
years,  with  an  option  solely  in  the  Owner 
to  renew  for  additional  terms  of  not  more 
than  five  years  each,  provided  that  the 
total  Contract  term,  including  renewals, 
shall  not  exceed  20  years  for  any  dwelling 
unit. 

(2)  In  the  case  of  a  Contract  under 
which  housing  assistance  payments  are 
made  with  respect  to  a  project  owned  by, 
or  financed  by  a  loan  or  loan  guarantee 
from,  a  State  or  local  agency,  the  total 
Contract  term  may  not  exceed  40  years 
for  any  dwelling  unit. 

(3)  Notwithstanding  the  maximum  to¬ 
tal  allowable  term  per  unit  stated  in 
paragraphs  (g)  (1)  or  (g)  (2)  of  this  sec- 
tion,  a  shorter  term  shall  be  determined 
by  HUD  where  appropriate,  taking  into 
account  the  nature  and  extent  of  required 
rehabilitation,  the  amount  of  the  capital 
expenditures  reasonably  required  under 
the  proposal,  the  reasonable  period  and 
rate  of '  amortization  for  the  financing, 
and  the  approved  rents  to  the  Owner. 

(4)  If  the  project  is  accepted  in  stages, 
the  dates  for  the  initial  and  the  renewal 
terms  shall  be  separately  related  to  the 
units  in  each  stage;  provided,  however, 
that  the  total  Contract  term  for  the  units 
in  all  the  stages,  counting  from  the  effec¬ 
tive  date  of  the  Contract  with  respect 
to  the  first  stage,  may  not  exceed  the 
overall  maximum  term  allowable  for  any 
one  unit,  plus  two  years. 

(h)  Rent  adjustments — (1)  Funding  of 
adjustments.  Housing  assistance  pay¬ 
ments  will  be  made  in  increased  amounts 
commensurate  with  Contract  Rent  ad¬ 
justments  under  this  paragraph,  up  to 
the  maximum  total  annual  housing  as¬ 
sistance  payments  committed  under  the 
Contract.  The  provisions  of  the  Contract 
or  the  ACC,  as  the  case  may  be,  are  de¬ 
signed  (by  providing  for  maximum  total 
annual  commitments  in  excess  of  the 
amounts  required  at  the  time  of  the  ini¬ 
tial  rental  of  dwelling  units  and  by  set¬ 
ting  aside  such  excess  amounts  in  a  proj¬ 
ect  reserve)  to  assure  that  housing 
assistance  payments  will  be  Increased  on 
a  timely  basis  to  cover  increases  in  Con¬ 
tract  Rents  or  decreases  in  Family  in¬ 
comes.  In  addition,  the  Contract  or  the 
ACC,  as  the  case  may  be,  will  provide 
that  HUD  will  take  such  additional  steps 
authorized  by  section  8(c)  (6)  of  the  Act 
as  may  be  necessary  to  carry  out  this  as¬ 
surance,  including  (as  provided  in  that 
section)  "the  reservation  of  annual  con¬ 
tributions  authority  for  the  purpose  of 
amending  housing  assistance  contracts  or 
the  allocation  of  a  portion  of  new  au¬ 
thorizations  for  the  purpose  of  amending 
housing  assistance  contracts.” 


(2)  Automatic  annual  adjustments — 
(i)  Automatic  Annual  Adjustment  Fac¬ 
tors  will  be  determined  by  HUD  at  least 
annually;  interim  revisions  may  be  made 
as  market  conditions  warrant.  Such  Fac¬ 
tors  and  the  basis  for  their  determination 
will  be  published  in  the  Federal  Register. 
These  published  Factors  will  be  reduced 
appropriately  by  HUD  where  utilities  are 
paid  directly  by  Families. 

(ii)  On  each  anniversary  date  of  the 
Contract,  the  Contract  Rents  shall  be 
adjusted  by  applying  the  applicable  Auto¬ 
matic  Annual  Adjustment  Factor  most 
recently  published  by  HUD.  Contract 
Rents  may  be  adjusted  upward  or  down¬ 
ward,  as  may  be  appropriate;  however, 
in  no  case  shall  the  adjusted  rents  be 
less  than  the  Contract  Rents  on  the  ef¬ 
fective  date  of  the  Contract. 

(3)  Special  additional  adjustments. 
Special  additional  adjustments  may  be 
granted,  when  approved  by  HUD,  to  re¬ 
flect  increases  in  the  actual  and  neces¬ 
sary  expenses  of  owning  and  maintaining 
the  Contract  units  which  have  resulted 
from  substantial  general  increases  in  real 
property  taxes,  utility  rates,  or  similar 
costs  (i.e.,  costs  for  which  the  price  or 
rate  is  established  by  or  subject  to  regu¬ 
lations  by  a  public  body  or  entity) ,  but 
only  if  and  to  the  extent  that  the  Owner 
clearly  demonstrates  that  such  general 
increases  have  caused  Increases  in  the 
Owner’s  operating  costs  which  are  not 
adequately  compensated  for  by  automatic 
annual  adjustments.  The  Owner  shall 
submit  to  HUD  financial  statements 
which  clearly  support  the  increase. 

(4)  Overall  limitation.  Notwithstand¬ 
ing  any  other  provisions  of  this  Part,  ad¬ 
justments  as  provided  in  this  paragraph 
(h)  shall  not  result  in  material  differ¬ 
ences  between  the  rents  charged  for  as¬ 
sisted  and  comparable  unassisted  units, 
as  determined  by  HUD. 

(1)  Types  of  housing  and  property 
standards.  (1)  Existing  structures  of 
various  types  may  be  appropriate  for 
this  program  including  apartment  hotels, 
single-family  houses,  or  multi-family 
structures.  Hotels  or  office  buildings  may 
be  suitable  for  conversion  under  this  pro¬ 
gram  to  housing  designed  for  elderly  or 
handicapped  families  and  individuals, 
including  congregate  housing.  Single 
room  occupant  housing  planned  specif¬ 
ically  as  a  relocation  resource  far  eligible 
single  persons  may  also  be  developed. 
Units  in  highrlse  elevator  buildings  may 
not  be  used  for  families  with  children 
unless  HUD  determines  there  is  no  prac¬ 
tical  alternative.  Mobile  homes  may  not 
be  utilized  in  this  program. 

(2)  No  section  8  assistance  may  be 
provided  for  any  unit  occupied  by  an 
Owner;  however,  cooperatives  are  con¬ 
sidered  rental  housing  for  this  purpose. 

(3)  Participation  in  this  program  re¬ 
quires  compliance  with  (1)  HUD  Mini¬ 
mum  Design  Standards  for  Rehabilita¬ 
tion  for  Residential  Properties,  (ii)  in  the 
case  of  congregate  or  single  room  oc¬ 
cupant  housing,  the  appropriate  HUD 
guidelines  and  standards,  (iii)  HUD  re¬ 
quirements  pursuant  to  section  209  of  the 
HUD  Act  for  projects  for  the  elderly  or 
the  handicapped,  (iv)  HUD  require¬ 


ments  pertaining  to  noise  abatement  and 
control,  (v)  HUD  regulations  issued  pur¬ 
suant  to  the  Lead  Base  Paint  Poisoning 
Prevention  Act,  42  USC  4801,  and  (vi) 
applicable  State  and  local  laws,  codes,  or¬ 
dinances,  and  regulations. 

(j)  Site  and  neighborhood  standards. 
Proposed  sites  for  substantial  rehabilita¬ 
tion  projects  must  be  approved  by  HUD 
as  meeting  the  following  standards; 

(1)  The  site  and  neighborhood  shall 
be  suitable  from  the  standpoint  of  facil¬ 
itating  and  furthering  full  compliance 
with  the  applicable  provisions  of  Title  VI 
of  the  Civil  Rights  Act  of  1964,  Title 
VIH  of  the  Civil  Rights  Act  of  1968, 
Executive  Order  11063,  and  HUD  regula¬ 
tions  issued  pursuant  thereto. 

(2)  The  site  shall  promote  greater 
choice  of  housing  opportunities  and  avoid 
undue  concentration  of  assisted  persons 
in  areas  containing  a  high  proportion  of 
lower-income  persons. 

(3)  The  site  shall  be  free  from  serious 
adverse  environmental  conditions,  or 
there  shall  be  evidence  that  any  such 
conditions  will  be  corrected  by  the  time 
the  rehabilitation  is  completed. 

(4)  Adequate  utilities  (water,  sewer, 
gas  and  electricity)  and  streets  shall  be 
available  to  service  the  site. 

(5)  The  site  shall  comply  with  any  ap¬ 
plicable  conditions  in  the  Local  Housing 
Assistance  Plan,  approved  by  HUD. 

(6)  The  housing  shall  be  accessible  to 
social,  recreational,  educational,  com¬ 
mercial,  and  health  facilities  and  serv¬ 
ices,  and  other  municipal  facilities  and 
services  that  are  at  least  equivalent  to 
those  typically  found  in  neighborhoods 
consisting  of  largely  unsubsidized,  stand¬ 
ard  housing  of  similar  market  rents. 

(7)  Travel  time  and  cost  via  public 
transportation  or  private  automobile, 
from  the  neighborhood  to  places  of  em¬ 
ployment  providing  a  range  of  jobs  for 
lower-income  workers,  shall  not  be  ex¬ 
cessive.  (While  it  is  important  that 
elderly  housing  not  be  totally  isolated 
from  employment  opportunities,  this  re¬ 
quirement  need  not  be  adhered  to  rigidly 
for  such  projects.) 

(8)  If  the  housing  to  be  rehabilitated 
has  occupants,  the  relocation  require¬ 
ments  referred  to  in  §  1277.103  (k)  must 
be  met. 

(9)  Housing  may  not  be  rehabilitated 
in  an  area  that  has  been  Identified  by 
HUD  as  having  special  flood  hazards 
and  in  which  the  sale  of  flood  Insurance 
has  been  made  available  under  the  Na¬ 
tional  Flood  Insurance  Act  of  1968,  un¬ 
less  the  project  is  covered  by  flood  in¬ 
surance  as  required  by  the  Flood  Dis¬ 
aster  Protection  Act  of  1973,  and  it 
meets  any  relevant  HUD  standards  and 
local  requirements. 

(k)  Relocation.  (1)  In  the  evaluation 
or  selection  of  Preliminary  Proposals, 
consideration  shall  be  given  to  whether 
there  are  occupants  who  would  have  to 
be  displaced,  whether  there  is  a  feasible 
plan  for  relocation  of  such  occupants, 
the  degree  of  hardship  which  displace¬ 
ment  might  cause,  and  the  availability 
of  funding  for  relocation  payments. 
Greater  weight  shall  be  given  to  pro¬ 
posals  which  do  not  require  displace  - 
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merit,  or,  where  displacement  Is  re¬ 
quired,  which  will  txxvofre  the  least 
amount  of  hardship. 

(2)  In  the  case  of  a  PHA -Owner  Proj¬ 
ect,  no  Agreement  shall  be  executed 
with  respect  to  occupied  units  which 
involve  substantial  rehabilitation  re¬ 
quiring  that  the  units  be  vacated  unless 
the  Agreement  provides  (1)  the  PHA 
undertakes  liability  for  and  provides 
the  funding  of  all  relocation  payments 
under  sections  202,  203,  and  204  of  the 
Uniform  Relocation  Assistance  and 
Real  Property  Acquisition  Policies  Act 
of  1970,  or  (11)  other  commitments,  sat¬ 
isfactory  to  HUD,  have  been  made  for 
the  funding  of  such  payments,  such  as 
funding  pursuant  to  Title  I  of  the  HCD 
Act.  (In  the  case  of  a  Private-Owner 
Project  or  a  Private-Owner/PHA  Proj¬ 
ect,  the  Uniform  Relocation  Assistance 
and  Real  Property  Acquisition  Policies 
Act  of  1970  Is  Inapplicable.) 

(l)  Equal  opportunity  requirement s. 
Participation  In  this  program  requires 
compliance  with  (1)  Title  VI  of  the 
Civil  Rights  Act  of  1964,  Title  Vm  of 
the  Civil  Rights  Act  of  1968,  Executive 
Orders  11063  and  11246,  and  section  3 
of  the  Housing  and  Urban  Development 
Act  of  1968;  and  (2)  all  rules,  regula¬ 
tions,  and  requirements  issued  pursuant 
thereto. 

(m)  National  Environmental  Policy 
Act.  Participation  In  this  program  re¬ 
quires  compliance  with  the  National 
Environmental  Policy  Act  and  all  rules, 
regulations,  and  requirements  Issued 
pursuant  thereto. 

(n)  Clean  Air  Act  and  Federal  Water 
Pollution  Control  AcL  Participation  in 
this  program  requires  compliance  with 
the  Clean  Air  Act  and  the  Federal  Wa¬ 
ter  Pollution  Control  Act  and  all  rules, 
regulations,  and  requirements  issued 
pursuant  thereto. 

(o)  Davis-Bacon  Wage  Rates.  Not  less 
than  the  wages  prevailing  in  the  locality, 
as  predetermined  by  the  Secretary  of 
Labor  pursuant  to  the  Davis-Bacon  Act 
(49  Stat.  1011),  shall  be  paid  to  all 
laborers  and  mechanics  employed  In  the 
development  of  any  substantial  rehabili¬ 
tation  project  with  nine  or  more  assisted 
units. 

(p)  Types  of  financing.  Any  type  of 
financing  may  be  utilized.  Including,  but 
not  limited  to,  the  types  listed  below.  In 
no  case  may  the  lender  administer  the 
Contract  (see,  however,  $  1277.103(y) 
which  permits  conversion  of  a  Private- 
Owner/PHA  Project  to  a  Private-Owner 
Project). 

(1)  Conventional  loans  from  com¬ 
mercial  banks,  savings  banks,  savings  and 
loan  associations,  pension  funds.  Insur¬ 
ance  companies  or  other  financial  In¬ 
stitutions. 

(2)  Mortgage  Insurance  programs  un¬ 
der  the  National  Housing  Act  (see 
§  1277.207).  (With  respect  to  any  obliga¬ 
tion  secured  by  a  mortgage  Insured  under 
section  221(d)  (3)  of  the  National  Hous¬ 
ing  Act  and  Issued  by  a  public  agency 
as  mortgagor  in  connection  with  the 
financing  of  a  project  assisted  under  sec¬ 
tion  8,  the  interest  paid  on  such  obliga¬ 
tion  shall  be  Included  In  gross  Income  for 


purposes  of  Chapter  I  of  the  Internal 
Revenue  Code  of  1954.) 

(3)  Home  Improvement  Loans  under 
Title  I  of  the  National  Housing  Act. 

(4)  Section  202  of  the  Housing  Act  of 
1959. 

(5)  Title  V  of  the  Housing  Act  of  1949. 

(6)  Financing  by  tax-exempt  bonds  or 
other  obligations.  Where  the  financing  is 
by  a  non-profit  corporation  which  is  an 
agency  or  instrumentality  of  a  PHA,  the 
project  will  be  considered  a  PHA -Owner 
Project. 

(q)  Use  of  contract  as  security  for  fi¬ 
nancing.  An  Owner  may  pledge,  or  offer 
as  security  for  any  loan  or  obligation,  a 
Contract  entered  Into  pursuant  to  this 
part;  Provided,  however.  That  such  se¬ 
curity  Is  In  connection  with  a  project  re¬ 
habilitated  pursuant  to  this  part,  and  the 
terms  of  the  financing  or  any  refinancing 
have  been  approved  by  HUD.  Where  the 
financing  Is  by  tax-exempt  bonds  or  other 
tax-exempt  obligations,  annual  contri¬ 
butions  cannot  be  used  as  a  guarantee  for 
such  financing. 

(r)  Security  and  utility  deposits.  (1) 
The  Owner  shall  not  require  Families  to 
pay  security  deposits.  In  lieu  thereof,  the 
Owner  may  claim  reimbursement  from 
HUD  or  the  PHA,  as  appropriate,  for  un¬ 
paid  rent  by  a  departing  Family  and/or 
cost  of  repairs  for  damage  caused  by  such 
Family  not  to  exceed  a  total  reimburse¬ 
ment  in  an  amount  equal  to  one  month’s 
Contract  Rent. 

(2)  Families  shall  be  expected  to  ob¬ 
tain  the  funds  to  pay  utility  deposits,  if 
required,  from  their  own  resources 
and/or  other  private  or  public  sources. 

(s)  Establishment  of  income  limit 
schedules;  30  percent  occupancy  by  very 
low-income  families.  HUD  will  establish 
schedules  of  income  limits  for  defining 
Lower-Income  Families  and  Very  Low- 
Income  Families.  In  the  initial  renting 
of  Contract  units,  the  Owner  shall  lease 
at  least  30  percent  to  Very  Low-Income 
Families  and  shall  thereafter  exericse  his 
best  efforts  to  maintain  at  least  30  per¬ 
cent  occupancy  of  Contract  units  by  Very 
Low-Income  Families. 

(t)  Establishment  of  Amount  of  Hous¬ 
ing  Assistance  Payments.  The  amount  of 
housing  assistance  payment  on  behalf  of 
an  Eligible  Family,  to  be  determined  In 
accordance  with  schedules  and  criteria 
established  by  HUD,  will  equal  the  differ¬ 
ence  between  (1)  not  less  than  15  percent 
nor  more  than  25  percent  of  the  Family’s 
gross  income  and  (2)  the  Gross  Rent, 
taking  Into  consideration  the  Income  of 
the  Family,  the  number  of  minor  children 
in  the  household,  and  the  extent  of  medi¬ 
cal  or  other  unusual  expenses  incurred 
by  the  Family,  except  that,  in  the  case 
of  a  large  (4  or  more  minors)  Very  Low- 
Income  Family  or  a  very  large  (6  or  more 
minors)  Lower-Income  Family  or  a  Fam¬ 
ily  with  exceptional  medical  payment 
shall  be  the  difference  between  15  percent 
of  the  Family’s  gross  income  and  the* 
Gross  Rent. 

(u)  Responsibilities  of  the  owner.  The 
Owner  shall  be  responsible  (subject  to 
post-review  or  audit  by  HUD  or  the  PHA, 
as  the  case  may  be)  for  management  and 
maintenance  of  the  project.  These  re¬ 


sponsibilities  shall  Include  but  not  be 
limited  to: 

(1)  Payment  for  utilities  and  services 
(unless  paid  directly  by  the  Family) ,  in¬ 
surance  and  taxes; 

(2)  Performance  of  all  ordinary  and 
extraordinary  maintenance; 

(3)  Performance  of  all  management 
functions  Including  the  taking  of  appli¬ 
cations,  selection  of  Families  Including 
verification  of  income  and  other  perti¬ 
nent  requirements,  and  determination 
of  eligibility  and  amount  of  Family  con¬ 
tribution  In  accordance  with  HUD  estab¬ 
lished  schedules  and  criteria; 

(4)  Collection  of  Family  rents; 

(5)  Termination  of  tenancies.  Includ¬ 
ing  eviction; 

(6)  Preparation  and  furnishing  of  In¬ 
formation  required  under  the  Contract; 

(7)  Reexaminations  of  Family  Income, 
composition,  and  extent  of  exceptional 
medical  or  other  unusual  expenses,  and 
redetermin  ations,  as  appropriate,  of  the 
amount  of  Family  contribution  and 
amount  of  housing  assistance  payment 
In  accordance  with  HUD-establlshed 
schedules  and  criteria; 

(8)  Redeterminations  of  amount  of 
Family  contribution  and  amount  of  hous¬ 
ing  assistance  payment  as  a  result  of  an 
adjustment  by  HUD  of  any  applicable 
Allowance  for  Utilities  and  Other  Serv¬ 
ices  In  accordance  with  HUD-established 
schedules  and  criteria;  and 

(9)  Compliance  with  equal  opportunity 
requirements. 

Subject  to  HUD  approval,  any  private 
Owner  may  contract  with  any  private 
or  public  entity  to  perform  such  services 
for  a  prescribed  fee:  Provided,  That  such 
contract  shall  not  shift  any  of  the  Own¬ 
er’s  responsibilities  or  obligations.  How¬ 
ever,  no  entity  which  is  responsible  for 
administration  of  the  Contract  (for  ex¬ 
ample,  a  PHA  In  the  case  of  a  Private- 
Owner/PHA  Project)  may  contract  to 
perform  management  and  maintenance 
of  the  project.  (See,  however,  8  1277.103 
(y)  which  permits  conversion  of  a  Pri¬ 
vate-Owner/PHA  Project  to  a  Private 
Owner  Project.) 

(v)  Responsibility  for  administration 
of  contract.  In  the  case  of  a  Private- 
Owner/PHA  Project,  the  PHA  Is  respon¬ 
sible  for  administration  of  the  Contract. 
In  the  case  of  a  Private-Owner  Project 
or  a  PHA-Owner  Project,  HUD  Is  respon¬ 
sible  for  administration  of  the  Contract. 
HUD  may  contract  with  another  entity 
for  the  performance  of  some  or  all  of  Its 
Contract  administration  functions. 

(w)  Separate  project  requirement — (1) 
In  the  case  of  a  Private-Owner  Project  or 
a  PHA-Owner  Project,  each  Agreement 
and  Contract  shall  constitute  a  separate 
project. 

(2)  In  the  case  of  a  Private-Owner/ 
PHA  Project,  such  project  may  not  in¬ 
clude  any  other  type  of  section  8  assist¬ 
ance,  shall  be  processed  with  a  separate 
ACC  List  and  ACC  Part  I  and  shall  be 
assigned  a  separate  project  number.  All 
substantial  rehabilitation  units  to  be 
placed  under  a  single  Contract  shall 
comprise  a  separate  project.  However, 
the  field  office  director  may  designate  as 
a  single  project  the  units  to  be  covered 
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by  two  or  more  such  Contracts  for  sub¬ 
stantial  rehabilitation  projects  where: 

(i)  The  units  are  placed  under  ACC  on 
the  same  date;  and 

<il)  Such  consolidation  is  necessary  in 
the  interest  of  administrative  efficiency. 

(x)  Conversion  of  private-owner  proj¬ 
ect  to  private-owner  /PH  A  project.  HUD 
may  request  the  Owner  of  a  Private- 
Owner  Project  and  an  appropriate  PHA 
to  agree,  if  they  are  willing,  to  a  conver¬ 
sion  of  any  such  project  to  a  Private- 
Owner/PHA  Project  if  HUD  determines 
that  such  conversion  would  promote  effi¬ 
cient  project  administration. 

(y)  Conversion  of  private-owner /PH A 
project  to  private-owner  project.  The 
private  Owner  and  the  PHA,  in  the  case 
of  a  private-Owner/PHA  Project,  may 
request  HUD  to  agree  to  a  conversion 
-of  any  such  project  to  a  Private-Owner 
Project.  HUD  shall  agree  to  such  con¬ 
version  if  it  determines  it  to  be  in  the 
best  interest  of  the  project. 

Subpart  B — Project  Development  and 
Operation 

§  1277.201  Allocations  of  contract  au¬ 
thority  to  field  offices. 

HUD  will  allocate  to  field  offices  con¬ 
tract  authority  for  the  section  8  Housing 
Assistance  Payments  Program  for  metro¬ 
politan  areas  and  for  nonmetropolitan 
areas  in  conformance  with  section  213 
(d)  of  theHCDAct. 

§  1277.202  Program  mix  (new  con¬ 
struction,  substantial  rehabilitation, 
existing  housing) . 

Each  field  office  shall,  after  consider¬ 
ing  the  contents  of  any  Local  Housing 
Assistance  Plans  and  any  other  perti¬ 
nent  Information  which  it  has  or  which 
is  brought  to  its  attention,  in  relation 
to  the  factors  set  forth  in  section  213(d) 
of  the  HCD  Act,  determine  the  number 
and  types  of  units  to  be  advertised  for 
new  construction  and  for  substantial  re¬ 
habilitation,  and  to  be  made  available  for 
existing  housing.  The  field  office  will  also 
determine  an  appropriate  schedule  for 
advertising  for  Preliminary  Proposals — 
Substantial  Rehabilitation. 

§  1277.203  Invitations  for  preliminary 
proposals. 

(a)  Publication.  The  HUD  field  office 
shall  initiate  implementation  of  its  pro¬ 
gram  with  respect  to  substantial  rehabil¬ 
itation  by  publishing  Invitations  for 
Preliminary  Proposals — Substantial  Re¬ 
habilitation  in  accordance  with  the 
schedule  established  by  the  field  office. 
Such  publication  shall  be  at  least  once 
a  week  on  the  same  day  or  days  of  each 
of  two  consecutive  weeks  in  a  news¬ 
paper^)  of  general  circulation  serving 
the  area(s)  for  which  proposals  are  de¬ 
sired.  As  promptly  as  possible,  HUD  will 
also  notify  (1)  appropriate  PHAs,  (2) 
the  chief  executive  officer  of  the  appro¬ 
priate  unit(s)  of  general  local  govern¬ 
ment,  (3)  business  concerns  included  in 
HUD’s  registry  of  section  3  businesses 
for  the  applicable  political  jurisdictions, 
(4)  other  minority  and  non-minority 
media,  (5)  trade  journals,  and  (6) 
minority  organizations  involved  in  hous¬ 


ing  and  community  development  and  fair 
housing  groups.  Copies  of  each  Invita¬ 
tion  shall  be  available  in  the  HUD  field 
office. 

(b)  Contents  of  invitation.  The  Invi¬ 
tation  shall  state  the  number  of  units; 
the  geographic  area  in  which  the  hous¬ 
ing  is  to  be  rehabilitated;  the  deadline 
for  receipt  of  Preliminary  Proposals  by 
HUD;  such  other  basic  information  as 
the  field  office  may  wish  to  specify;  and 
the  fact  that  detailed  information, 
guidelines,  standards  and  procedures  are 
contained  in  a  Rehabilitation  Program 
Packet  which  may  be  obtained  by  inter¬ 
ested  parties  from  the  field  office.  The 
Invitation  shall  also  state  that  Prelimi¬ 
nary  Proposals  may  be  submitted  by  pri¬ 
vate  Owners  or  PHA  Owners  for  direct 
contracting  with  HUD,  or  by  PHAs  on 
behalf  of  private  Owners  with  whom  the 
PHA  proposes  to  contract  pursuant  to 
an  ACC  with  HUD. 

(c)  Deadline  for  receipt  of  preliminary 
proposals.  The  deadline  (date  and  time) 
for  receipt  of  Preliminary  Proposals  by 
HUD  shall  allow  a  reasonable  time  but, 
in  any  event,  no  less  than  35  calendar 
days  after  the  date  of  the  first  publica¬ 
tion  in  a  newspaper  of  general  circula¬ 
tion. 

§  1277.204  Contents  of  rehabilitation 
program  packet. 

The  Rehabilitation  Program  Packet 
shall: 

(a)  Include  a  copy  of  the  applicable 
regulations,  required  HUD  forms,  and 
HUD  standards. 

(b)  Include  the  following  informa¬ 
tion: 

(1)  The  number  of  units  for  elderly 
and  nonelderly  occupancy  and  the  num¬ 
ber  to  be  specially  designed  for  elderly 
(including  handicapped)  occupancy. 

(2)  The  number  of  units  by  unit  size 
(bedrooms  per  unit)  and  the  fact  that 
a  proposal  may  be  for  any  number  of 
units  up  to  that  amount. 

(3)  The  type  of  housing,  if  any,  which 
is  unacceptable  (e.g.,  high-rise  elevator 
structures  for  Families  with  children, 
mobile  homes) . 

(4)  Special  requirements,  if  any,  as  to 
location  and  density;  and  as  to  New 
Communities  where  substantial  rehabili¬ 
tation  is  involved. 

(5)  Any  special  requirements  for 
housing  for  the  elderly  (Including  the 
handicapped)  pursuant  to  section  209  of 
the  HCD  Act,  and  any  special  require¬ 
ments  for  the  handicapped  pursuant  to 
the  standards  established  by  HUD  un¬ 
der  Pub.  L.  90-480. 

(6)  Any  special  requirements  or  re¬ 
strictions  that  may  be  necessary  for  com¬ 
pliance  with  provisions  of  the  local  Hous¬ 
ing  Assistance  Plan,  if  any,  and  the 
name,  address,  and  title  of  the  official  of 
the  unit  of  general  local  government  to 
whom  inquiries  may  be  made  concerning 
such  Plan. 

(7)  The  specific  management  and 
maintenance  services  required  to  be  pro¬ 
vided  by  the  Owner.  Such  services  shall 
Include  all  services  typically  provided  in 
the  area  for  the  type  of  housing  contem¬ 
plated. 


(8)  The  applicable  Fair  Market  Rents 
and  the  fact  that  rents  requested  by  the 
Owner  must  be  determined  by  HUD  to 
be  reasonable  in  accordance  with  §  1277.- 
103(f). 

(9)  The  maximum  Initial  term  of  the 
Contract  and  the  fact  that  the  maximum 
approvable  term,  including  renewals,  will 
be  determined  in  accordance  with 
§  1277.103(g). 

(c)  Include  statements  as  to: 

(1)  Equal  opportunity  requirements, 
which  include  the  submission  of  an  Af¬ 
firmative  Fair  Housing  Marketing  Plan 
(if  the  proposal  is  for  five  or  more  units) ; 
an  assurance  of  compliance  with  Title  VI 
of  the  Civil  Rights  Act  of  1964;  compli¬ 
ance  with  Executive  Order  11063  and 
Title  Vin  of  the  Civil  Rights  Act  of  1968, 
including  regulations  and  guidelines  pur¬ 
suant  thereto;  and  certifications  required 
pursuant  to  Executive  Order  11246. 

(2)  HUD  regulations  and  other  re¬ 
quirements  implementing  section  3  of 
the  Housing  and  Urban  Development 
Act  of  1968,  requiring  that,  to  the  great¬ 
est  extent  feasible,  opportunities  for 
training  and  employment  be  given  to 
lower-income  residents  of  the  project 
area  and  contracts  for  work  in  connec¬ 
tion  with  the  project  be  awarded  to  busi¬ 
ness  concerns  which  are  located  In,  or 
owned  in  substantial  part  by  persons 
residing  in,  the  area  of  the  project. 

(3)  HUD  relocation  requirements. 

(4)  HUD  requirements  Implementing 
the  National  Environmental  Policy  Act. 

(5)  Governmental  requirements  im¬ 
plementing  the  Clean  Air  Act  and  the 
Federal  Water  Pollution  Control  Act. 

(6)  HUD  requirements  implementing 
the  Flood  Disaster  Protection  Act  of 
1973. 

(7)  The  requirement,  if  a  project  will 
contain  nine  or  more  Contract  units, 
that  all  laborers  and  mechanics  employed 
in  the  development  of  the  project  shall 
be  paid  not  less  than  the  wages  prevail¬ 
ing  in  the  locality  as  predetermined  by 
the  Secretary  of  Labor  pursuant  to  the 
Davis-Bacon  Act. 

(8)  The  prescribed  HUD  form  show¬ 
ing  the  identity  of  the  Owner,  the  re- 
habilitator,  the  architect  (if  any),  and 
the  managing  agent  (if  any) ;  the  qual¬ 
ifications  and  experience  of  each;  and 
the  names  of  officials  and  principal 
members,  shareholders  and  investors, 
and  other  parties  having  substantial 
interest. 

(9)  The  requirement  that  the  Owner 
submit  evidence  of  capability  to  provide 
the  required  management  and  main¬ 
tenance  services  or,  if  the  proposal  is  for 
15  or  more  units,  evidence  of  manage¬ 
ment  capability  and  a  proposed  manage¬ 
ment  plan  and  a  certification  by  the 
Owner  and  the  management  agent,  if 
any,  in  a  format  acceptable  to  HUD. 

(10)  Where  copies  of  HUD  Minimum 
Design  Standards  for  Rehabilitation  for 
Residential  Properties  and  any  other 
applicable  standards,  guidelines  and 
criteria  may  be  obtained. 

(11)  The  number  of  copies  of  the 
Preliminary  Proposal  to  be  submitted 
to  HUD. 
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(12)  The  fact  that  HUD  may  deter¬ 
mine  not  to  select  or  approve  any  or  all 
Preliminary  Proposals  submitted. 

§  1277.205  Contents  of  preliminary 
proposal. 

Each  Preliminary  Proposal  shall  In¬ 
clude  or  Indicate  the  following: 

(a)  The  address (es)  of  the  housing 
proposed  to  be  rehabilitated  and  a 
neighborhood  map  showing  the  loca¬ 
tion  (s)  of  the  housing  and  the  racial 
composition  of  the  neighborhood(s) . 

(b)  A  copy  of  the  option  agree¬ 
ment  (s),  contract  (s)  of  sale,  or  other 
document(s)  which  evidence(s)  the  pro¬ 
poser's  effective  control  of  the  property 
to  be  rehabilitated  (however,  only  the 
proposed  price  is  required  for  a  New 
Communities  project) . 

(c)  A  description  of  the  housing  as  is, 
Including  number  and  type  of  structures, 
number  of  stories,  structural  system,  ex¬ 
terior  finish,  heating-air  conditioning 
system,  number  of  units  by  size  (number 
of  bedrooms),  living  area  and  composi¬ 
tion  for  each  size  of  unit,  and  special 
amenities  or  features,  if  any;  exterior 
and  interior  photos,  and  sketches  of  the 
interior  showing  dimensions. 

(d)  A  description  of  the  proposed  re¬ 
habilitation  covering  each  basic  element 
(e.g.,  roof,  exterior  walls,  porches  and 
steps;  interior  walls,  ceilings  and  floors; 
kitchen  and  bathroom  facilities  and 
equipment;  plumbing,  heating  and  elec¬ 
trical  equipment;  langscaplng;  etc.)  in¬ 
dicating  the  nature  of  the  work  to  be 
done  on  each  element.  If  alteration,  ren¬ 
ovation  or  remodeling  is  Indicated,  a  de¬ 
scription  of  such  work  and  sketches 
showing  layout  after  completion  of  re¬ 
habilitation. 

(e)  A  statement  as  to  whether  or  not 
the  services  of  a  registered  architect  will 
be  utilized  for  preparation  of  final  work¬ 
ing  drawings  and  specifications. 

(f)  The  Contract  Rent  per  unit,  by 
size  and  structure  type. 

(g)  The  equipment  to  be  included  in 
the  Contract  Rent. 

(h)  The  utilities  and  services  to  be 
included  in  the  Contract  Rent  and  those 
utilities  and  services  not  so  included. 
For  each  utility  and  service  not  included 
in  the  Contract  Rent,  an  estimate  of  the 
average  monthly  cost  (for  the  first  year 
of  occupancy)  to  the  occupants  by  unit 
size  and  structure  type. 

(i)  The  proposed  term  of  the  Con¬ 
tract  (including  all  renewals)  and  justi¬ 
fication  for  such  term  in  accordance 
with  5  1277.103(g). 

(j)  A  showing  that  the  proposal  meets 
any  special  requirements  or  restrictions 
necessary  for  compliance  with  the  pro¬ 
visions  of  the  Local  Housing  Assistance 
Plan,  if  any. 

(k)  Whether  the  proposed  rehabili¬ 
tation  will  displace  present  occupants. 
If  so  the  proposal  shall  state  the  num¬ 
ber  of  families.  Individuals,  and  busi¬ 
ness  concerns  to  be  displaced  (Identified 
by  race  or  minority  group  status,  and 
whether  they  are  owners  or  renters), 
and  shall  show  that  there  is  a  feasible 
plan  for  relocation  and  how  necessary 


relocation  payments,  if  any,  will  be 
funded. 

(l)  Equal  Employment  Opportunity 
Certification,  using  the  prescribed  form. 

(m)  The  Identity  of  the  Owner,  re- 
habilitator,  and  architect  (if  applicable 
and  identity  is  known) ;  the  qualifica¬ 
tions  and  experience  of  each;  and  the 
names  of  officials  and  principal  mem¬ 
bers,  shareholders  and  investors,  and 
other  parties  having  substantial  inter¬ 
est,  and  the  prior  participation  of  each 
in  HUD  programs,  using  the  prescribed 
form. 

(n)  Whether  the  Owner  intends  to 
provide  management  services  or  to  con¬ 
tract  with  a  managing  agent.  In  the  lat¬ 
ter  case,  provide  the  identity  of  the  man¬ 
aging  agent,  if  known,  and  the  other  in¬ 
formation  as  specified  in  pararaph  (m) 
of  this  section. 

(o)  The  proposed  method  of  financing 
and,  if  the  Owner  intends  to  pledge  or 
offer  the  Housing  Assistance  Payments 
Contract  as  security  for  any  loan  or  ob¬ 
ligations,  the  type  and  terms  of  the  an¬ 
ticipated  financing.  (If  the  ‘Owner  pro¬ 
poses  to  utilize  FHA  mortgage  insurance, 
the  prescribed  FHA  forms  should  be 
completed  and  submitted  with  the  Pre¬ 
liminary  Proposal.) 

(p)  Whether  the  Owner  proposes  to 
limit  the  number  of  assisted  units  to 
20  percent  of  the  dwelling  units  in  the 
project. 

§  1277.206  Submission  of  preliminary 
proposals. 

(a)  Preliminary  Proposals  shall  be 
submitted  to  HUD  on  or  before  the  pub¬ 
lished  deadline  date  and  time  for  open¬ 
ing,  in  the  number  of  copies  specified 
in  the  Rehabilitation  Program  Packet. 
Proposal  documents  shall  be  sealed  in  an 
inner  envelope  marked  “Sealed  Pro¬ 
posal — Open  on  [date  and  time  specified 
in  the  Invitation] This  sealed  proposal 
shall  be  submitted  in  an  outer  envelope 
or  package  which  shall  show  the  name 
of  the  locality,  be  addressed  to  the  HUD 
field  office,  and  be  clearly  and  distinc¬ 
tively  marked  “Section  8  Housing  As¬ 
sistance  Payments  Program — Substantial 
Rehabilitation  Preliminary  Proposal.” 

(b)  Submission  of  Preliminary  Pro¬ 
posals  shall  be  by  hand  delivery  or  cer¬ 
tified  mail.  Any  Preliminary  Proposal  re¬ 
ceived  by  HUD  after  the  deadline  date 
and  time  shall  not  be  accepted  but  shall 
be  returned  unopened.  No  Preliminary 
Proposal  shall  be  opened  by  HUD  until 
the  deadline. 

§  1277.207  Proposals  involving  HUD- 
FI1A  mortgage  insurance. 

(a)  Advance  mortgage  insurance  proc¬ 
essing.  This  paragraph  applies  to  Own¬ 
ers  who  apply  for  HUD-FHA  mortgage 
insurance  prior  to  the  submission  of  a 
Preliminary  Proposal  under  this  Part. 
Such  an  Owner  may  apply  for  a  Feasi¬ 
bility  Letter,  a  Conditional  Commitment, 
or  a  Firm  Commitment  for  mortgage 
insurance  by  submitting  an  application 
on  the  prescribed  form  with  supporting 
exhibits  and  the  required  fee.  Such  an 
application  will  have  to  meet  the  mar¬ 
ketability  test  without  reliance  upon 


housing  assistance  payments  under  this 
part,  or,  in  the  alternative,  approval  for 
mortgage  insurance  shall  be  conditioned 
upon  subsequent  approval  of  a  section  8 
proposal  for  the  same  project.  If  a  Feasi¬ 
bility  Letter,  Conditional  Commitment, 
or  Firm  Commitment,  whichever  is  ap¬ 
plicable,  is  issued,  and  if  prior  to  expira¬ 
tion  thereof  the  Owner  submits  a  Pre¬ 
liminary  Proposal  under  this  part  which 
is  consistent  with  the  proposal  as  ap¬ 
proved  for  mortgage  insurance,  such 
proposal  will  nevertheless  be  subject  to 
review  and  evaluation  in  accordance 
with  the  procedures  under  this  Part; 
however,  if  the  Preliminary  Proposal  is 
selected  in  accordance  with  the  proce¬ 
dures  under  this  Part,  further  processing 
will  be  coordinated  in  accordance  with 
paragraph  (b)  of  this  section  to  the  ex¬ 
tent  applicable,  and  the  rents  which 
were  approved  for  mortgage  Insurance 
purposes  will  be  accepted  for  purposes 
of  such  Preliminary  Proposal  provided 
that  they  are  otherwise  approvable  in 
accordance  with  this  Part. 

(b)  Concurrent  Processing.  The  pro¬ 
visions  of  this  paragraph  apply  where 
the  Preliminary  Proposal  indicates  an 
intention  to  finance  a  project  with  a 
HUD-FHA  insured  mortgage.  Such  a 
Preliminary  Proposal  will  not  be  se¬ 
lected  under  this  Part  unless  it  meets 
the  market  and  site  acceptability  cri¬ 
teria  of  the  applicable  mortgage  insur¬ 
ance  program  except  as  modified  by  this 
paragraph.  The  processing  of  such  a 
proposal  for  mortgage  insurance  will  be 
integrated  with  the  Section  8  review 
and  evaluation  process.  Selection  by 
HUD  of  such  a  Preliminary  Proposal  for 
preparation  of  a  Final  Proposal  will  be 
made  only  where  HUD  has  also  deter¬ 
mined  that  the  proposal  will  qualify  for 
mortgage  insurance  subject  to  a  satis¬ 
factory  demonstration  by  the  Owner  of 
his  capability  to  complete  the  project, 
and  subject  to  subsequent  determina¬ 
tions  of  “as  is”  value,  the  loan  amount 
and  credit  approval.  A  proposed  project 
which  qualifies  as  “substantial  rehabili¬ 
tation”  under  section  8  may  fail  to  qual¬ 
ify  as  substantial  rehabilitation  under 
mortgage  insurance  programs  (because 
of  the  different  definition  of  “substantial 
rehabilitation”) ;  nevertheless,  such  a 
proposal  would  qualify  for  mortgage  in¬ 
surance  as  “existing  construction,”  and 
mortgage  insurance  commitments  will 
be  conditioned  upon  the  satisfactory 
completion  of  all  rehabilitation  work. 

(1)  A  section  8/HUD-FHA  mortgage 
insurance  project  will  be  required  to 
meet  the  marketability  test  of  the  ap¬ 
plicable  mortgage  insurance  program; 
Provided,  however,  That  the  number  of 
units  in  the  proposal  for  which  hous¬ 
ing  assistance  payments  are  to  be  made 
available  will  be  considered  as  an  addi¬ 
tion  to  the  effective  demand  for 
unassisted  rental  units.  As  in  the  case 
of  any  other  market  analysis  for  market 
rate  unassisted  mortgage  insurance  pro¬ 
grams,  the  supply  of  suitable  vacant  ex¬ 
isting  units,  units  under  construction, 
and  units  in  process  must  be  subtracted 
from  the  estimate  of  total  effective  de¬ 
mand.  Consequently,  Section  8/HUD- 
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FHA  Insured  units  could  be  added  to  a 
market  In  which  supply  and  demand  are 
in  equilibrium  or  in  which  there  is  an 
undersupply  of  rental  units,  but  could 
not  be  added  to  a  market  in  which  there 
is  an  oversupply  of  rental  units  in  the 
same  competitive  range  of  market  rents 
as  the  proposed  section  8/HUD-FHA  in¬ 
sured  project. 

(2)  After  selection  of  a  Preliminary 
Proposal  which  involves  HUD-FHA 
mortgage  insurance  the  Owner  will  be  re¬ 
quired  to  submit,  with  the  Final  Proposal, 
an  application  for  HUD-FHA  Condition¬ 
al  Commitment  with  fee  (two  dollars  per 
thousand  dollars  of  mortgage  requested) 
under  the  applicable  mortgage  insurance 
program.  Such  final  Proposals  will  not 
be  approved  under  section  8  unless  they 
also  qualify  for  Issuance  of  a  HUD-FHA 
Conditional  Commitment  under  the  ap¬ 
plicable  mortgage  insurance  program. 
The  HUD  notification  of  approval  of  the 
Final  Proposal  will  be  accompanied  by  a 
HUD-FHA  Conditional  Commitment  for 
HUD-FHA  mortgage  Insurance.  The 
Owner’s  accceptance  of  HUD’s  notifica¬ 
tion  of  approval  of  the  Final  Proposal 
will  constitute  concurrent  acceptance  of 
the  conditions  and  terms  of  the  HUD- 
FHA  Conditional  Commitment  for  mort¬ 
gage  insurance. 

(3)  The  rents  of  those  units  scheduled 
for  assisted  occupancy,  when  projected 
for  purposes  of  determining  a  mortgage 
limitation  based  on  the  debt  service  cri¬ 
terion,  shall  be  the  Contract  Rents  set 
forth  in  the  approved  Final  Proposal. 

(4)  Prior  to  the  execution  of  the 
Agreement,  the  Owner  will  be  required 
to  obtain  a  Firm  Commitment  for  HUD- 
FHA  mortgage  insurance.  This  will  re¬ 
quire  the  submission  of  an  application 
for  a  Firm  Commitment,  with  an  addi¬ 
tional  fee  (one  dollar  per  thousand  dol¬ 
lars  of  the  mortgage  requested),  upon 
acceptance  of  HUD’s  notification  of  ap¬ 
proval  or  the  submission  of  the  archi¬ 
tect’s  certificate  accompanying  the 
working  drawings  and  specifications  in 
accord  with  §  1277.211. 

(c)  Delayed  Mortgage  Insurance  Proc¬ 
essing.  Where  an  Owner  does  not  in¬ 
dicate  in  his  Preliminary  Proposal  that 
he  intends  to  utilize  HUD-FHA  mort¬ 
gage  insurance  and  applies  for  HUD- 
FHA  mortgage  insurance  after  HUD  ap¬ 
proval  of  the  Preliminary  Proposal  under 
this  part,  he  risks  (1)  having  his  ap¬ 
proved  proposal  rejected  for  HUD-FHA 
mortgage  insurance  and  (2)  having  lower 
rents  approved  under  the  mortgage  in¬ 
surance  program  than  the  rents  set  forth 
in  the  approved  proposal  under  this  part. 

§  1277.208  Screening  and  evaluation  of 
preliminary  proposals. 

(a)  Initial  Screening.  Promptly  after 
the  deadline  date  for  receipt  of  Prelimi¬ 
nary  Proposals,  HUD  will  screen  all  the 
proposals  and  will  notify  any  Owners 
whose  proposals  are  incomplete  or  need 
clarification  of  individual  items  to  supply 
such  omissions  or  clarifications  within  10 
calendar  days. 

(b)  A-95  Clearance;  Notice  to  Unit 
of  General  Local  Government.  (1) 
Promptly  after  the  deadline  date  for 
receipt  of  proposals  (or  after  the  ap¬ 


propriate  later  date  for  proposals  com¬ 
pleted  pursuant  to  paragraph  (a)  of 
this  section),  the  HUD  field  office  will, 
for  each  complete  Preliminary  Proposal 
which  is  subject  to  A-95  clearance,  send 
a  copy  of  the  proposal  to  the  appropriate 
A-95  Clearinghouse  for  review,  invit¬ 
ing  a  response  within  34  days  from  the 
date  of  the  letter  of  transmittal. 

(2)  Within  10  working  days  after  the 
deadline  date  (or  after  the  appropriate 
later  date  for  proposals  completed  pur¬ 
suant  to  paragraph  (a)  of  this  section) , 
the  HUD  field  office  will  forward,  under 
cover  of  a  letter  in  the  appropriate  pre¬ 
scribed  form,  a  copy  of  each  complete 
Preliminary  Proposal  to  the  chief  execu¬ 
tive  officer  (or  such  designee  as  such  of¬ 
ficer  may  designate  in  writing  to  the 
HUD  field  office)  of  the  unit  of  general 
local  government  in  which  the  proposed 
housing  is  to  be  located.  The  cover  letter 
will  invite  a  response  within  30  days  from 
the  date  the  letter  and  copy  of  the  pro¬ 
posal  are  received. 

(c)  Evaluation  of  preliminary  pro¬ 
posals  by  HUD.  HUD  may  begin  its 
evaluation  promptly  after  the  deadline 
date,  but  no  selection  or  ranking  may  be 
completed  until  the  response  periods  re¬ 
ferred  to  in  paragraph  (b)  of  this  sec¬ 
tion  have  ended.  Each  Preliminary 
Proposal  will  be  evaluated  and  ranked 
by  HUD  on  the  basts  of  all  pertinent 
factors  under  this  part  including  com¬ 
ments,  if  any,  received  during  the 
response  periods  from  the  appropriate 
A-95  Clearinghouse  and  the  unit  of  gen¬ 
eral  local  government. 

(d)  Selection  where  approvable  pro¬ 
posals  do  not  exceed  number  of  units  ad¬ 
vertised.  HUD  will  determine  which  Pre¬ 
liminary  Proposals,  in  its  judgment,  can 
be  developed  into  Final  Proposals  meet¬ 
ing  the  requirements  of  the  Rehabilita¬ 
tion  Program  Packet.  If  the  number  of 
units  covered  by  such  Preliminary  Pro¬ 
posal  is  no  greater  than  the  number  of 
units  specified  in  the  Invitation,  HUD 
will  request  all  Owners  of  acceptable 
Preliminary  Proposals  to  prepare  Final 
Proposals  in  accordance  with  $  1277.209. 

(e)  Selection  where  approvable  pro¬ 
posals  exceed  number  of  units  advertised. 
If  the  number  of  units  covered  by  accept¬ 
able  Preliminary  Proposals  exceeds  the 
number  of  units  specified  in  the  Invita¬ 
tion,  HUD  will  list  the  approvable  Pre¬ 
liminary  Proposals  in  rank  order.  A  cut¬ 
off  line  will  be  drawn  below  the  lowest 
ranking  Preliminary  Proposal,  which,  to¬ 
gether  with  all  proposals  ranked  above  it, 
will  utilize  the  units  specified  in  the  in¬ 
vitation  without  reducing  the  number  of 
units  specified  in  the  lowest  ranking  pro¬ 
posal.  This  ranking  shall  be  subject  to 
the  following : 

(1)  Preference  for  20  percent  projects. 
If  there  is  a  Preliminary  Proposal  below 
the  cut-off  line  for  more  than  50  units  of 
family  housing  (i.e.,  designed  primarily 
for  use  by  the  nonelderly  and  the  non¬ 
handicapped,  which  Indicates  that  as¬ 
sistance  will  be  limited  to  20  percent  or 
less  of  the  units,  this  proposal  shall  dis¬ 
place  a  proposal  (s)  above  the  cut-off  line 
which  is  for  more  than  50  units  of  family 
housing  and  which  does  not  include  this 
20  percent  limitation. 


(2)  Preference  for  three  or  more  bed¬ 
room  projects.  If  there  is  a  Preliminary 
Proposal  below  the  cut-off  line  which 
will  provide  a  substantial  proportion  of 
large  dwelling  units  (i.e.,  containing 
three  or  more  bedrooms)  without  an  un¬ 
due  concentration  of  large  units  in  any 
one  location,  and  the  field  office  deter¬ 
mines  that  such  large  units  are  needed 
in  order  to  achieve  the  goal  of  the  pro¬ 
vision  of  a  number  of  large  units  equal 
to  at  least  20  percent  of  all  the  Section  8 
assisted  units  being  provided,  this  pro¬ 
posal  shall  take  priority  over  any  pro- 
posal(s)  above  the  cut-off  line  provided 
that  it  shall  not  take  priority  over  any 
proposal  which  qualifies  for  priority  un¬ 
der  paragraph  (e)  (1)  of  this  section. 

(f)  Use  of  residual  units.  For  any  re¬ 
sidual  number  of  units,  HUD  may  pub¬ 
lish  another  Invitation  for  Proposals,  but 
this  shall  not  delay  the  further  process¬ 
ing  of  those  Preliminary  Proposals  sub¬ 
mitted  in  response  to  the  prior  Invitation 
that  have  been  selected  as  a  result  of 
the  prior  Invitation. 

(g)  Rejected  proposals.  Owners  whose 
Preliminary  Proposals  were  not  selected 
by  HUD  shall  be  sent  a  letter  notifying 
them  of  such  determination. 

(h)  Notification  of  selection.  (1)  With 
respect  to  those  Preliminary  Proposals 
which  have  been  selected  in  accordance 
with  this  section,  HUD  will  notify  the 
Owners,  on  a  prescribed  form,  and  re¬ 
quest  them  to  submit  within  a  reasonable 
time  (to  be  specified  in  the  notification) 
a  Final  Proposal  in  accordance  with  the 
requirements  of  the  provisions  of  S  1277.- 
209.  The  notification  shall  specify: 

(i)  The  Contract  Rents  that  will  be 
acceptable  to  HUD  where  these  are  lower 
than  the  Contract  Rents  proposed  by 
the  Owner,  and  the  reason  for  the 
reduction; 

(ii)  The  term  of  the  Contract  that  will 
be  acceptable  to  HUD  where  it  is  shorter 
than  the  term  proposed  by  the  Owner, 
and  the  reason  for  the  shorter  term; 

(ill)  That  the  services  of  a  registered 
architect  must  be  utilized  where  HUD 
has  determined  that  the  nature  and  ex¬ 
tent  of  the  rehabilitation  requires  the 
utilization  of  such  services; 

(iv)  The  estimate  of  the  amount  of 
relocation  payments,  where  applicable; 
and 

(v)  Other  special  conditions  or  re¬ 
quirements,  if  any. 

(2)  The  notification  will  request  the 
Owner  to  return  a  copy  of  the  notifica¬ 
tion  with  an  indication  of  his  acceptance 
thereof  by  a  specified  date.  If  the  Owner 
does  not  accept  the  notification  by  the 
date  specified,  HUD  may  rescind  the 
notification  and  select  another  approva¬ 
ble  proposal. 

§  1277.209  Final  proposals. 

(a)  Contents  of  final  proposal.  Each 
Final  Proposal  shall  indicate  or  include 
the  following: 

(1)  A  copy  of  the  site  option  agree¬ 
ments),  contracts)  of  sale,  or  other 
document(s)  which  evidence(s)  the 
proposer’s  effective  control  of  the  prop¬ 
erty  to  be  rehabilitated,  (however,  only 
the  proposed  price  is  required  for  a  New 
Communities  project). 
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(2)  A  description  of  the  proposed  re¬ 
habilitation  covering  each  basic  element 
<e.g.,  roof,  exterior  walls,  porches  and 
steps;  Interior  walls,  ceilings,  and  floors; 
kitchen  and  bathroom  facilities  and 
equipment;  plumbing,  heating  and  elec¬ 
trical  equipment;  landscaping;  etc.)  in¬ 
dicating  the  nature  of  the  work  to  be 
done  on  each  element  and  the  grade  and 
quality  of  the  work,  materials  and  equip¬ 
ment.  If  alteration,  renovation  or  re¬ 
modeling  are  indicated,  preliminary 
drawings  and  plans  and  outline  specifi¬ 
cation  on  the  prescribed  form. 

(3)  The  Contract  Rent  per  unit,  by 
size  and  structure  type. 

(4)  The  equipment  to  be  included  in 
the  Contract  Rent. 

(5)  The  utilities  and  sendees  to  be  in¬ 
cluded  in  the  Contract  Rent  and  those 
utilities  and  services  not  so  included.  For 
each  utility  and  service  not  so  included, 
an  estimate  of  the  average  monthly  cost 
(for  the  first  year  of  occupancy)  to  the 
occupants  by  unit  size  and  structure 
type. 

(6)  The  proposed  term  of  the  Contract 
(including  all  renewals)  and  justification 
for  such  term  in  accordance  with 
§  1277.103(g). 

(7)  In  the  case  of  a  PHA-Owner  Proj¬ 
ect,  a  statement  that  (i)  the  PHA  will 
undertake  liability  for  and  provide  the 
funding  of  all  relocation  payments  under 
sections  202,  203,  and  204  of  the  Uniform 
Relocation  Assistance  and  Real  Prop¬ 
erty  Acquisition  Policies  Act  of  1970,  or 
( ii)  other  commitments,  which  the 
Owner  believes  to  be  satisfactory  to  HUD, 
have  been  made  for  the  funding  of  such 
payments.  In  the  later  case,  the  PHA 
shall  specify  such  other  commitments. 
(In  the  case  of  a  Private-Owner  Project 
or  a  Private-Owner /PHA  Project,  the 
Uniform  Relocation  Assistance  and  Real 
Property  Acquisition  Policies  Act  of  1970 
is  inapplicable.) 

(8)  Submission  of  an  Affirmative  Fair 
Housing  Marketing  Plan  (if  the  proposal 
is  for  five  or  more  units),  a  signed  as¬ 
surance  of  compliance  with  Title  VI  of 
the  Civil  Rights  Act  of  1964,  Title  Vm 
of  the  Civil  Rights  Act  of  1968,  Execu¬ 
tive  Order  11063,  and  certifications  re¬ 
quired  pursuant  to  Executive  Order 
11246. 

(9)  Submissions  as  required  by  HUD 
regulations  and  other  requirements  pur¬ 
suant  to  section  3  of  the  Housing  and 
Urban  Development  Act  of  1968. 

(10)  The  identity  of  the  Owner,  re- 
habllitator,  architect  (if  applicable) ,  and 
managing  agent  (if  known) ;  the  quali¬ 
fications  and  experience  of  each;  and 
the  names  of  officials  and  principal  mem¬ 
bers,  shareholders  and  Investors,  and 
other  parties  having  substantial  interest, 
and  the  prior  participation  of  each  in 
HUD  programs,  using  the  prescribed 
form. 

(11)  Submission  of  evidence  of  man¬ 
agement  capability  and  a  proposed  man¬ 
agement  plan  and  a  certification  by  the 
Owner  and  the  management  agent.  If 
any,  in  a  format  acceptable  to  HUD;  or, 
if  the  proposal  is  for  less  than  15  units, 
evidence  of  capability  of  providing  the 
required  management  and  maintenance 


services.  If  the  Owner  proposed  to  con¬ 
tract  with  another  entity,  including  a 
PHA,  for  management  and/or  mainte¬ 
nance  services  for  the  project,  he  shall 
include  a  copy  of  the  proposed  con¬ 
tract  (s)  . 

(12)  Submission  of  the  form  of  Lease 
the  Owner  proposes  to  use,  which  shall 
be  in  accordance  with  §  1277.218(c). 

(13)  The  proposed  method  of  financ¬ 
ing  and,  if  the  Owner  intends  to  pledge 
or  offer  the  Housing  Assistance  Payments 
Contract  as  security  for  any  loan  or  ob¬ 
ligation,  the  type  and  terms  of  the  antic¬ 
ipated  financing.  (If  the  Owner  intends 
to  utilize  FHA  mortgage  insurance,  an 
application  for  a  Conditional  Commit¬ 
ment  on  the  prescribed  form  shall  be 
completed  and  submitted  with  the  pre¬ 
scribed  fee  with  the  Final  Proposal.) 

( 14 )  Evidence  that  the  proposed  reha¬ 
bilitation  is  permissible  under  the  ap¬ 
plicable  zoning,  building,  housing  and 
other  codes,  ordinances  or  regulations; 
or  a  statement  of  the  proposed  action  to 
make  the  rehabilitation  permissible  and 
that  such  action  will  be  successfully  com¬ 
pleted  prior  to  the  Owner’s  acceptance  or 
the  architect’s  certification  if  required 
pursuant  to  §  1277.211(b). 

( 15 )  The  anticipated  time  required  for 
completion  of  the  rehabilitation  after  the 
Agreement  is  signed  (if  the  project  is  to 
be  completed  in  stages,  identification  of 
the  units  comprising  each  stage  and  the 
estimated  dates  for  commencement  and 
completion  of  each  stage) . 

(b)  Consistency  with  preliminary  pro¬ 
posal.  The  Final  Proposal  shall  be  con¬ 
sistent  with  the  Preliminary  Proposal. 
Any  material  deviations  from  the  Pre¬ 
liminary  Proposal  in  the  Final  Proposal 
will  cause  reconsideration  by  HUD  of 
such  Final  Proposal  and  may  result  in  its 
rejection. 

§  1277.210  Evaluation  of  final  propos¬ 
als. 

(a)  Evaluation  of  Final  Proposals  by 
HUD.  Each  Final  Proposal  will  be  eval¬ 
uated  by  HUD  to  determine  that  the  pro¬ 
visions  of  this  Part  have  been  complied 
with  and  that  such  Final  Proposal  is  con¬ 
sistent  with  the  Preliminary  Proposal. 

(b)  Clarifications  or  modifications. 
HUD  may  request  clarification  of  in¬ 
dividual  items,  additional  information, 
or  modifications  of  the  Final  Proposal. 

(c)  HUD  determination.  HUD  shall 
notify  the  Owner  (and  the  PHA,  if  ap¬ 
plicable)  as  to  whether  the  Final  Pro¬ 
posal  is: 

(1)  Approved. 

(2)  Approvable  only  if  specified  de¬ 
ficiencies  are  corrected  and  that  HUD 
will  approve  the  Final  Proposal  if  it  re¬ 
ceives  within  a  specified  time  evidence 
of  such  necessary  corrections. 

(3)  Not  approved.  If  a  Final  Proposal 
is  not  approved  or  if  the  conditions  for 
approval  under  paragraph  (c)  (2)  of  this 
section  are  not  met,  HUD  shall  so  ad¬ 
vise  the  Owner  and  may  request  the 
preparation  of  a  Final  Proposal  (s)  with 
respect  to  the  highest  ranking  Prelim¬ 
inary  Proposal(s)  not  previously 
selected,  or  may  issue  another  Invitation 
for  Preliminary  Proposals. 


(d)  A-95  Notification.  The  appropriate 
A-95  Clearinghouses  shall  be  notified  by 
HUD  of  its  final  action. 

§  1277.211  Owner’s  acceptance  of  noti¬ 
fication  and  submission  of  archi¬ 
tect’s  certification. 

(a)  Owner’s  Acceptance.  Upon  receipt 
by  the  Owner  of  the  notification  of  ap¬ 
proval  of  the  Final  Proposal,  the  Owner 
shall  return  to  HUD  a  copy  indicating 
his  acceptance  within  the  time  prescribed 
in  such  notification  (copy  to  the  PHA,  if 
applicable).  If  the  Owner  does  not  ac¬ 
cept  the  notification  by  the  date  speci¬ 
fied,  HUD  may  rescind  the  notification 
and  proceed  in  accordance  with  §  1277.- 
210(c)(3). 

(b)  Architect’s  Certification.  (1)  If 
the  services  of  a  registered  architect  are 
to  be  used,  HUD  may  not  alter  into  an 
Agreement  (or,  where  applicable,  an  ACC 
and  an  Agreement)  until  after  the 
Owner  has  submitted  to  HUD  the  archi¬ 
tect’s  certification  on  the  prescribed 
form.  Such  certification  shall  be  made 
by  the  architect  responsible  for  the  prep¬ 
aration  of  the  working  drawings  and 
specifications. 

(2)  The  architect’s  certification  shall 
state  that,  to  the  best  of  the  architect’s 
knowledge,  belief,  and  professional  judg¬ 
ment,  (i)  the  working  drawings  and  spec¬ 
ifications  are  consistent  with  the  ap¬ 
proved  Final  Proposal,  and  (ii)  the  pro¬ 
posed  rehabilitation  in  accordance  with 
these  plans  and  specifications  is  permis¬ 
sible  under  the  applicable  zoning,  build¬ 
ing,  housing,  and  other  codes,  ordinances 
or  regulations,  as  modified  by  any  waiv¬ 
ers  obtained  from  the  appropriate  offi¬ 
cials.  This  certification  shall  also  cover 
compliance  with  the  appropriate  HUD 
Minimum  Design  Standards  for  Rehabil¬ 
itation  for  Residential  Properties  and 
other  standards,  guidelines  and  criteria 
applicable  under  this  Part. 

(3)  One  copy  of  the  certified  working 
drawings  and  specifications  shall  be  sub¬ 
mitted  with  the  architect’s  certification 
to  HUD,  which  shall  retain  it  and  any 
changes  approved  by  HUD  for  at  least 
three  years  from  the  date  of  acceptance 
of  the  project;  provided,  however,  that 
receipt  and  retention  by  HUD  of  these 
working  drawings  and  specifications  shall 
not  denote  or  constitute  HUD  review  or 
approval  of  such  drawings  or  specifica¬ 
tions. 

(4)  If  the  Owner  fails  to  submit  the 
certification  by  the  date  specified  in  the 
notification,  HUD  shall  rescind  the  noti¬ 
fication  (and  may  proceed  in  accordance 
with  5  1277.210(c)(3))  unless  it  deter¬ 
mines  that  a  reasonable  extension  of 
time  should  be  granted. 

§  1277.212  Annual  contributions  con¬ 
tract  and  agreement  (private-owner/ 
PHA  projects). 

(a)  Preparation  of  ACC.  After  receipt 
of  a  copy  of  the  accepted  notification 
(and,  where  required,  the  architect’s  cer¬ 
tification  with  the  working  drawings  and 
specifications) ,  the  HUD  field  office  shall 
prepare  the  ACC,  shown  as  Appendix  m 
to  this  part.  The  ACC  shall  be  trans¬ 
mitted  to  the  PHA  for  execution  and  re- 
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turned  to  HUD.  This  transmittal  shall 
advise  the  PHA  that  it  must  simultane¬ 
ously  submit  for  HUD  approval  its  Initial 
Estimate  of  Required  Annual  Contribu¬ 
tions  (Preliminary  Costs)  and  an  Esti¬ 
mate  of  Total  Required  Annual  Contri¬ 
butions  (see  8  1277.213). 

(b)  Preparation  of  Agreement.  The 
Agreement  shall  be  prepared  by  the  HUD 
field  office  at  the  time  the  ACC  1s  pre¬ 
pared  (see  8  1277.214) ,  and  shall  conform 
to  the  prescribed  form  shown  as  Ap¬ 
pendix  IV.  The  Agreement  shall  Include 
all  required  information  and  required 
attachments. 

(c)  Execution  of  ACC  and  Agreement. 
After  receipt  of  the  PHA-executed  ACC, 
accompanied  by  the  Estimates  of  Re¬ 
quired  Annual  Contributions.  HUD  shall 
review  the  Estimates  and,  if  approved, 
execute  the  ACC.  HUD  shall  then  trans¬ 
mit  a  fully  executed  copy  of  the  ACC  to 
the  PHA,  together  with  four  copies  of  the 
unexecuted  Agreement.  After  execution 
of  the  Agreement  by  the  PHA  and  the 
Owner,  all  copies  shall  be  returned  by  the 
PHA  to  HUD  for  approval.  HUD  shall 
return  three  copies  to  the  PHA,  retaining 
one  for  its  records. 

§  1277.213  Submission  of  estimates  of 

required  annual  contributions  (pri¬ 
vate-owner /PHA  projects) . 

(a)  Initial  Submission.  An  allowance 
may  be  provided  for  preliminary  costs 
incurred  by  the  PHA  prior  to  the  be¬ 
ginning  of  the  first  fiscal  year.  When  the 
ACC  is  executed  by  the  PHA,  it  shall  sub¬ 
mit  an  Initial  Estimate  of  Required  An¬ 
nual  Contributions  (Preliminary  Costs) 
together  with  an  Estimate  of  Total  Re¬ 
quired  Annual  Contributions  on  the  pre¬ 
scribed  forms.  This  submission  Includes 
estimates  of  costs  of  administration  and 
non-expendable  equipment  up  to  the  be¬ 
ginning  of  the  first  fiscal  year. 

(b)  First  Fiscal  Year  Submission.  Not 
earlier  than  150  and  not  later  than  90 
days  prior  to  the  estimated  date  of  the 
beginning  of  the  first  fiscal  year,  the  PHA 
shall  submit  an  Estimate  of  Required 
Annual  Contributions  (Housing  Assist¬ 
ance  and  Administration)  covering  the 
estimated  amount  required  for  the  first 
fiscal  year  for  housing  assistance  pay¬ 
ments  and  for  the  fee  for  administration 
together  with  an  Estimate  of  Total  Re¬ 
quired  Annual  Contributions. 

(c)  Subsequent  Fiscal  Year  Submis¬ 
sions.  Not  earlier  than  150  and  not  later 
than  90  days  prior  to  the  beginning  of 
each  subsequent  fiscal  year,  the  PHA 
shall  submit  an  Estimate  of  Required 
Annual  Contributions  (Housing  Assist¬ 
ance  and  Administration)  and  an  Esti¬ 
mate  of  Total  Required  Annual  Contri¬ 
butions,  with  supporting  documentation, 
for  any  requested  changes  in  the  amount 
of  housing  assistance  payments  and  the 
fee  for  administration. 

(d)  Revisions  of  Estimates.  Any  bt  the 
above  Estimates  may  be  revised  to  reflect 
changes  in  circumstances  and  available 
data. 

(e)  HUD  Approval.  All  Estimates  of 
Required  Annual  Contributions  and  any 
revisions  thereto  submitted  by  the  PHA 
shall  be  subject  to  HUD  approval. 


§  1277.214  Preparation  and  execution 

of  agreement  (private-owner  and 

PHA-owner  projects). 

After  receipt  of  a  copy  of  the  accepted 
notification  (and,  where  required,  the 
architect's  certification  and  the  working 
drawings  and  specifications),  the  HUD 
field  office  shall  prepare  the  Agreement 
in  the  prescribed  form  shown  as  Appen¬ 
dix  I  to  this  part.  The  Agreement  shall 
include  all  required  information  and  re¬ 
quired  attachments.  HUD  shall  transmit 
to  the  Owner  three  copies  of  the  un¬ 
executed  Agreement.  After  the  Owner 
executes  all  copies  of  the  Agreement,  he 
shall  return  them  to  HUD.  HUD  shall 
execute  the  Agreement,  returning  one 
copy  to  the  Owner  and  retaining  two  for 
its  records. 

§  1277.215  Rehabilitation  period. 

(a)  Timely  Performance  of  Work. 
After  execution  of  the  Agreement,  the 
Owner  shall  promptly  proceed  with  the 
rehabilitation  work  as  provided  in  the 
Agreement.  In  the  event  the  work  is  not 
so  commenced,  diligently  continued,  and/ 
or  completed,  HUD  (or  the  PHA  with 
HUD  approval,  as  appropriate)  reserves 
the  right  to  rescind  the  Agreement,  or 
take  other  appropriate  action. 

(b)  Delays.  Although  extensions  of 
time  may  be  granted  for  the  reasons 
specified  in  the  Agreement,  no  increases 
in  Contract  Rents  may  be  granted  on 
that  account. 

(c)  Changes.  The  Owner  shall  submit 
for  HUD  approval  any  changes  from  the 
approved  Pinal  Proposal  which  will 
materially  reduce  or  alter  his  obliga¬ 
tions  or  any  changes  which  alter  the 
design  or  materially  reduce  the  quality  or 
amenities  of  the  project.  HUD  may  con¬ 
dition  its  approval  of  such  changes  on  a 
reduction  of  Contract  Rents.  If  such 
changes  are  made  without  prior  HUD 
approval,  HUD  may  determine  that  Con¬ 
tract  Rents  shall  be  reduced  or  that  the 
Owner  shall  remedy  the  deficiency  as  a 
condition  for  acceptance  of  the  project. 
Contract  Rents  may  not  be  increased  by 
reason  of  any  changes  or  modifications. 

(d)  Inspection  of  HUD-FHA  Insured 
Projects.  For  projects  financed  with 
HUD-FHA  insured  mortgages,  required 
HUD  inspection  procedures  shall  be  fol¬ 
lowed  including  compliance  with  equal 
opportunity  requirements. 

(e)  Equal  Opportunity  Review.  Equal 
opportunity  review  may  be  conducted 
with  any  scheduled  HUD  inspection  or 
at  any  other  time  deemed  advisable  by 
HUD. 

(f)  Commencement  of  Marketing.  The 
Owner  shall  commence  and  diligently 
continue  marketing  as  soon  as  possible, 
but  in  any  event  no  later  than  60  days 
prior  to  the  estimated  completion  date. 
The  Owner  shall  notify  HUD  (or  the 
PHA  in  the  case  of  a  Private-Owner/ 
.PHA  Project)  of  the  date  of  commence¬ 
ment  of  marketing.  The  Owner  shall  also 
comply  with  all  reporting  requirements 
under  the  Affirmative  Pair  Housing 
Marketing  Regulations.  Not  later  than 
30  days  prior  to  the  estimated  comple¬ 
tion  date  and  periodically  thereafter,  the 
Owner  shall  notify  HUD  (or  the  PHA  in 


the  case  of  a  Private-Owner/PHA  Proj¬ 
ect)  of  any  units  which  he  anticipates 
will  be  vacant  on  the  effective  date  of 
the  Contract.  At  the  time  the  Contract 
is  executed  (see  8  1277.217) ,  the  Owner 
will  be  required  to  submit  a  list  of  the 
dwelling  units  leased  as  of  the  effective 
date  of  the  Contract  and  a  list  of  the 
units  not  so  leased,  if  any.  The  Owner 
will  be  entitled  to  housing  assistance 
payments  for  any  unleased  units,  pur¬ 
suant  to  8  1277.103(e)  (2) ,  only  if  he  has 
fully  complied  with  the  requirements  of 
that  section  and  of  this  paragraph. 

(g)  Management  Certification.  Prior 
to  acceptance  of  the  project  by  HUD, 
the  Owner  must  certify  in  writing  that 
there  has  been  no  change  in  the  evi¬ 
dence  of  management  capability  or  in 
the  proposed  management  program  (if 
one  was  required)  specified  in  his  Final 
Proposal  other  than  changes  approved 
in  writing  by  HUD  in  accordance  with 
the  Agreement. 

(h)  Labor  Standards  Certification. 
Prior  to  acceptance  by  HUD  of  any  proj¬ 
ect  consisting  of  nine  or  more  Contract 
units,  the  Owner  must  certify  in  writing 
that  he  has  complied  with  the  provisions 
of  the  Agreement  relating  to  the  pay¬ 
ment  of  not  less  than  prevailing  wage 
rates  and  that  to  the  best  of  his  knowl¬ 
edge  and  belief  there  are  no  claims  of 
.underpayment  in  alleged  violation  of  said 

provisions  of  the  Agreement.  In  the  event 
there  are  any  such  pending  claims  to  the 
knowledge  of  the  Owner,  HUD,  or  the 
PHA  (if  applicable) ,  the  Owner  shall  be 
required  to  place  a  sufficient  amount  in 
escrow,  as  detemined  by  HUD,  to  assure 
such  payments. 

§  1277.216  Project  completion. 

(a)  Notification  of  Completion.  The 
Owner  shall  notify  HUD  (with  a  copy 
to  the  PHA  in  the  case  of  a  Private- 
Owner/PHA  Project)  when  the  work  is 
completed  and  shall  submit  to  HUD  the 
evidence  of  completion  described  in  par¬ 
agraph  (b)  of  this  section. 

(1)  A  certification  (i)  from  the  au¬ 
thorized  local  government  official  or  a 
qualified  laboratory  that  exposed  interior 
and  exterior  surfaces  are  free  of  lead 
based  paint  hazards,  or  (ii)  by  the  Owner 
that  these  surfaces  have  been  adequately 
treated  or  covered,  all  in  accordance  with 
these  applicable  HUD  regulations  issued 
pursuant  to  the  Lead  Base  Paint  Poison¬ 
ing  Prevention  Act,  42  U.S.C.  4801. 

(2)  A  certificate  of  occupancy  and/or 
other  official  approvals  necessary  for 
occupancy. 

(3)  A  certification  by  the  Owner,  which 
will  be  supported  by  the  Owner’s  war¬ 
ranty  in  the  Contract,  that: 

(i)  All  work  has  been  completed  in  ac¬ 
cordance  with  the  requirements  of  the 
Agreement; 

(il)  The  project  is  in  good  and  tenant- 
able  condition;  and 

(iii)  There  are  no  defects  or  deficien¬ 
cies  in  the  project  except  for  ordinary 
punchlist  items,  or  incomplete  work 
awaiting  seasonal  opportunity  such  as 
landscaping  and  heating  system  test 
(such  excepted  items  to  be  specified) . 

(4)  A  certification  (if  working  draw¬ 
ings  and  specifications  for  the  work  were 
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prepared  and  certified  to  by  a  registered 
architect)  by  the  registered  architect  re¬ 
sponsible  for  Inspection  of  the  work  that 
such  Inspection  was  performed  by  him  or 
under  his  supervision  with  the  frequency 
and  thoroughness  required  by  the  gen¬ 
erally  accepted  standards  of  professional 
care  and  judgment,  and  that  to  the  best 
of  his  knowledge,  belief,  and  professional 
judgment: 

(1)  All  work  has  been  completed  in 
conformance  with  the  certified  working 
drawings  and  specifications  for  the  proj¬ 
ect  or  approved  changes  thereto  (such 
changes  to  be  listed) ; 

(ii)  The  project  is  in  good  and  ten- 
antable  condition;  and 

(iii)  There  are  no  defects  or  deficien¬ 
cies  in  the  project  except  for  ordinary 
punchlist  Items,  or  incomplete  work 
awaiting  seasonal  opportunity  such  as 
landscaping  and  heating  system  test 
(such  excepted  items  to  be  specified  by 
the  architect) . 

(c)  Inspection.  (1)  Within  ten  work¬ 
ing  days  of  the  receipt  of  the  Owner's 
notification  of  project  completion,  a 
HUD  representative  (accompanied  by  a 
PHA  representative,  if  applicable)  shall 
Inspect  the  project  and  review  the  evi¬ 
dence  of  completion  listed  in  paragraph 
<b)  of  this  section.  Such  inspection  shall 
be  sufficient  to  enable  HUD  to  determine 
whether  the  project  has  been  completed 
In  accordance  with  the  Agreement  and, 
in  particular,  whether  there  are  any 
observable  conditions  inconsistent  with 
the  certification  of  the  Owner  or  the 
architect.  As  promptly  as  possible,  HUD 
shall  notify  the  Owner  in  writing  as  to 
whether  or  not  the  project  has  been  com¬ 
pleted  in  an  acceptable  manner. 

(2)  In  the  event  the  Owner  disputes 
HUD’S  determinations,  he  may  submit 
the  controversy  to  third-party  arbitra¬ 
tion,  at  his  expense,  provided  that  the 
arbitration  is  advisory  only. 

(d)  Acceptance  of  Project.  If  HUD 
determines  that  the  project  is  not  ac¬ 
ceptable  under  paragraph  (c)  (1)  of  this 
section,  the  following  shall  apply: 

(1)  If  the  defects  or  deficiencies  are 
only  punchlist  items  or  incomplete  items 


whether  a  reduction  in  Contract  Rents 
will  be  required  as  a  condition  to  ac¬ 
ceptance  of  the  project.  If  it  is  deter¬ 
mined  that  the  defects  or  deficiencies 
can  be  corrected,  the  Owner  thereupon 
shall  be  notified  of  HUD’s  determinations 
under  paragraphs  (d)  (3)  (i)  and  (d)  (3) 
(ii)  of  this  section,  and,  if  he  agrees  to 
comply  with  the  conditions,  an  agree¬ 
ment  shall  be  entered  into  pursuant  to 
which  the  defects  or  deficiencies  will  be 
corrected  and  the  project  then  accepted. 
If  the  Owner  is  unwilling  to  enter  into 
such  agreement  or  if  he  fails  to  perform 
the  agreement,  the  project  shall  not  be 
accepted. 

(e)  Completion  in  Stages.  If  the  proj¬ 
ect  is  to  be  completed  in  stages,  the  pro¬ 
cedures  of  this  section  shall  apply  to 
each  stage. 

§  1277.217  Execution  of  Housing  As¬ 
sistance  Payments  Contract. 

(a)  Upon  acceptance  of  the  project  by 
the  Government  pursuant  to  §§  1277.215 
and  1277.216,  the  Contract  shall  be  ex¬ 
ecuted  first  by  the  Owner  and  then  by 
HUD,  or,  in  the  case  of  a  Private-Owner/ 
PHA  Project,  executed  by  the  Owner  and 
the  PHA  and  then  approved  by  HUD. 

(b)  At  the  time  of  execution  of  the 
Contract,  HUD  (or  the  UHA,  as  appro¬ 
priate)  shall  examine  the  lists  of  dwell¬ 
ing  units  leased  and  not  leased,  referred 
to  in  §  1277.215(f),  and  shall  determine 
whether  or  not  the  Owner  has  met  his 
obligations  under  that  section  with  re¬ 
spect  to  any  unleased  units.  HUD  (or  the 
PHA,  as  appropriate)  shall  state  in  writ¬ 
ing  its  determination  with  respect  to  the 
unleased  units  and  for  which  of  those 
units  it  will  make  housing  assistance 
payments.  The  Owner  shall  Indicate  in 
writing  his  concurrence  with  this  deter¬ 
mination  or  his  disagreement,  reserving 
his  rights  to  claim  housing  assistance 
payments  for  the  unleased  units  pur¬ 
suant  to  the  Contract,  without  prejudice 
by  reason  of  his  signing  the  Contract. 
Copies  of  all  documents  referred  to  in 
this  paragraph  shall  be  furnished  HUD 
in  the  case  of  a  Private-Owner/PHA 
Project. 


(2)  For  every  family  that  wishes  to 
apply  for  admission,  the  Owner  and  the 
applicant  shall  complete  and  sign  the 
form  of  application  prescribed  by  HUD, 
except  that  if  there  are  no  vacant  units 
and  the  Owner’s  waiting  list  is  such  that 
there  would  be  an  unreasonable  length 
of  time  before  the  applicant  could  be 
admitted,  the  Owner  may  advise  the  ap¬ 
plicant  that  the  Owner  is  not  accepting 
applications  for  that  reason.  The  Owner 
shall  retain  copies  of  all  completed  ap¬ 
plications  together  with  any  related  cor¬ 
respondence  for  three  years.  For  each 
Family  selected  for  admission,  the  Owner 
shall  submit  one  copy  of  the  completed 
and  signed  application  to  the  HUD  field 
office  (in  the  case  of  Private -Owner/ 
PHA  Projects,  the  Owner  simultaneously 
shall  send  a  copy  of  the  form  to  the 
PHA) .  Housing  assistance  payments  will 
not  be  made  on  behalf  of  an  admitted 
Family  until  after  this  copy  has  been 
received  by  the  HUD  field  office. 

(3)  If  the  Owner  determines  that  the 
applicant  is  eligible  on  the  basis  of  in¬ 
come  and  family  composition  and  is 
otherwise  acceptable  but  the  Owner  does 
not  have  a  suitable  unit  to  offer,  the 
Owner  shall  place  such  Family  on  his 
waiting  list  and  so  advise  the  Family. 

(4)  If  the  Owner  determines  that  the 
applicant  is  eligible  on  the  basis  of  in¬ 
come  and  family  composition  and  is 
otherwise  acceptable  and  if  the  Owner 
has  a  suitable  unit,  the  Owner  and  the 
Family  shall  enter  into  a  Lease.  Such 
Lease  shall  be  on  the  form  of  Lease  in¬ 
cluded  in  the  Owner’s  approved  Final 
Proposal  and  shall  otherwise  be  in  con¬ 
formity  with  the  provisions  of  this  Part. 

(5)  Records  on  applicant  families 
and  approved  Families  shall  be  main¬ 
tained  by  the  Owner  so  as  to  provide  HUD 
with  racial,  ethnic  and  gender  data  and 
shall  be  retained  by  the  Owner  for  three 
years. 

(6)  In  the  case  of  a  PHA-Owner  proj¬ 
ect,  (i)  if  the  PHA  places  a  Family  on 
its  waiting  list,  it  shall  notify  the  Family 
of  the  approximate  date  of  availability 
of  a  suitable  unit  insofar  as  such  date 
can  be  reasonably  determined,  and  (ii) 


awaiting  seasonal  opportunity,  the  proj¬ 
ect  may  be  accepted  and  the  Contract 
executed.  If  the  Owner  fails  to  complete 
such  items  within  a  reasonable  time  to 
the  satisfaction  of  HUD,  HUD  may,  upon 
30  days  notice,  terminate  or  require 
termination  of  the  Contract  or  exercise 
its  other  rights  under  the  Contract. 

(2)  If  the  defects  or  deficiencies  are 
other  than  punchlist  items  or  incomplete 
work  awaiting  seasonal  opportunity,  but 
HUD  determines  that  the  housing  is  De¬ 
cent,  Safe,  and  Sanitary  and  that  the 
project  is  in  good  and  tenantable  con¬ 
dition,  the  project  may  be  accepted  after 
the  Owner  corrects  the  defects  or  de¬ 
ficiencies  or  the  project  may  be  accepted 
subject  to  a  specified  reduction  of  the 
Contract  Rents  as  determined  by  HUD. 

(3)  If  HUD  determines  that  the  proj¬ 
ect  Is  not  in  good  and  tenantable  condi¬ 
tion  or  that  the  housing  is  not  Decent, 
Safe,  and  Sanitary,  HUD  shall  deter¬ 
mine:  (i)  Whether  the  defects  or  de¬ 
ficiencies  can  be  corrected,  and  (ii) 


§  1277.218  Project  operation. 

(a)  Compliance  with  Equal  Opportu¬ 
nity  Requirements.  Marketing  of  units 
and  selection  of  Families  by  the  Owner 
shall  be  in  accordance  with  the  Owner’s 
HUD-approved  Affirmative  Fair  Housing 
Marketing  Plan,  if  required,  and  with 
all  regulations  relating  to  fair  housing 
advertising  Including  use  of  the  equal 
opportunity  logotype,  statement,  and 
slogan  in  all  advertising.  Projects  shall 
be  managed  and  operated  without  regard 
to  race,  color,  creed,  religion,  sex,  or  na¬ 
tional  origin. 

(b)  Eligibility,  Selection  and  Admis¬ 
sion  of  Families.  (1)  The  Owner  shall  be 
responsible  for  determination  of  eligi¬ 
bility  of  applicants,  selection  of  families 
from  among  those  determined  to  be  elig¬ 
ible,  and  computation  of  the  amount  of 
housing  assistance  payments  on  behalf 
of  each  selected  Family,  in  accordance 
with  schedules  and  criteria  established 
by  HUD. 


if  the  PHA  determines  that  an  applicant 
is  ineligible  on  the  basis  of  Income  or 
family  composition,  or  that  the  PHA  is 
not  selecting  the  applicant  for  other 
reasons,  the  PHA  shall  send  the  appli¬ 
cant  a  letter  notifying  him  of  the  deter¬ 
mination  and  the  reasons  and  that  the 
applicant  has  the  right  within  a  reason¬ 
able  time  (specified  in  the  letter)  to  re¬ 
quest  an  informal  hearing.  If,  after  con¬ 
ducting  such  an  informal  hearing,  the 
PHA  determines  that  the  applicant  shall 
not  be  admitted,  the  PHA  shall  so  notify 
the  applicant  in  writing  and  such  notice 
shall  Inform  the  applicant  that  he  has 
the  right  to  request  a  review  by  HUD  of 
the  PHA’s  determination.  The  procedures 
of  this  subparagraph  do  not  preclude 
the  applicant  from  exercising  his  other 
rights  if  he  believes  he  is  being  discrimi¬ 
nated  against  on  the  basis  of  race,  color, 
creed,  religion,  sex,  or  national  origin. 
The  PHA  shall  retain  for  three  years  a 
copy  of  the  application,  the  letter,  the 
applicant’s  response  if  any,  the  record  of 
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any  informal  hearing,  and  a  statement 
of  final  disposition. 

(c)  Lease  requirements.  The  Lease 
shall  contain  all  required  provisions 
specified  in  paragraph  (c)  (2)  of  this  sec¬ 
tion  and  none  of  the  prohibited  provi¬ 
sions  listed  in  paragraph  (c)  (3)  of  this 
section  and  shall  otherwise  conform  to 
the  form  of  Lease  included  with  the 
Owner’s  approved  Final  Proposal. 

(1)  Term  of  lease.  The  term  of  the 
Lease  shall  be  generally  for  not  less  than 
one  year.  The  Lease  may  (or,  in  the  case 
of  a  Lease  for  a  term  of  more  than  one 
year,  shall)  contain  a  provision  permit¬ 
ting  termination  upon  30  days  advance 
written  notice  by  either  party. 

(2)  Required  provisions.  The  Lease 
between  the  Owner  (Lessor)  and  the 
Family  (Lessee)  shall  contain  the  follow¬ 
ing  provisions: 

Addendum  to  Lease 

The  following  additional  Lease  provisions 
are  Incorporate  In  full  In  the  Lease  between 

_  (Lessor)  and  - 

(Lessee)  for  the  following  dwelling  unit: 

_ In  case  of  any  conflict  between 

these  and  any  other  provisions  of  the  Lease, 
these  provisions  shall  prevail. 

a.  The  total  rent  shall  be  $ - per  month. 

b.  Of  the  total  rent,  $ _ shall  be  payable 

by  or  at  the  direction  of  the  Department 
of  Housing  and  Urban  Development 
(“HUD”)  as  housing  assistance  payments 

on  behalf  of  the  Lessee  and  $ - shall 

be  payable  by  the  Lessee.  These  amounts 
shaU  be  subject  to  change  by  reason  of 
changes  In  the  Lessee’s  family  Income, 
family  composition,  or  extent  of  excep¬ 
tional  medical  or  other  unusual  ex¬ 
penses,  or  by  reason  of  adjustment  by 
HUD  of  any  applicable  Allowance  for 
Utilities  and  Other  Services.  Any  such 
change  shall  be  determined  In  accord¬ 
ance  with  HUD-establlshed  schedules 
and  criteria  and  shaU  be  effective  as  of 
the  date  stated  in  a  notification  to  the 
Lessee. 

e.  The  Lessor  shall  not  discriminate  against 
the  Lessee  In  the  provision  of  services, 
or  In  any  other  manner,  on  the  grounds 
of  raoe,  color,  creed,  religion,  sex,  or 
national  origin. 

d.  The  Lessor  shall  provide  the  following 
services  and  maintenance:  [Here  insert 
the  complete  list  as  contained  In  the  ap¬ 
proved  Final  Proposal.] 

Lessor _ 

By . 

Date  _ 

Lessee _ 

Date _ 

(3)  Prohibited  provisions.  Lease 
clauses  which  fall  within  the  classifica¬ 
tions  listed  below  shall  not  be  included 
in  any  Lease. 

(i)  Confession  of  judgment.  Prior  con¬ 
sent  by  tenant  to  any  lawsuit  the  land¬ 
lord  may  bring  against  him  in  connection 
with  the  Lease  and  to  a  judgment  in 
favor  of  the  landlord. 

(ii)  Distraint  for  rent  or  other 
charges.  Authorization  to  the  landlord 
to  take  property  of  the  tenant  and  hold 
it  as  a  pledge  until  the  tenant  performs 
any  obligation  which  the  landlord  has 
determined  the  tenant  has  failed  to  per¬ 
form. 

(ill)  Exculpatory  clause.  Agreement  by 
tenant  not  to  hold  the  landlord  or  land¬ 


lord’s  agents  liable  for  any  acts  or  omis¬ 
sions  whether  intentional  or  negligent  on 
the  part  of  the  landlord  or  the  landlord’s 
authorized  representative  or  agents. 

(iv)  Waiver  of  legal  notice  by  tenant 
prior  to  actions  for  eviction  or  money 
judgments.  Agreement  by  tenant  that 
the  landlord  may  institute  suit  without 
any  notice  to  the  tenant  that  the  suit  has 
been  filed. 

(v)  Waiver  of  legal  proceedings.  Au¬ 
thorization  to  the  landlord  to  evict  the 
tenant  or  hold  or  sell  the  tenant’s  posses¬ 
sions  whenever  the  landlord  determines 
that  a  breach  or  default  has  occurred, 
without  notice  to  the  tenant  or  any  de¬ 
termination  by  a  court  of  the  rights  and 
liabilities  of  the  parties. 

(vi)  Waiver  of  jury  trial.  Authoriza¬ 
tion  to  the  landlord’s  lawyer  to  appear  in 
court  for  the  tenant  and  to  waive  the 
tenant’s  right  to  a  trial  by  jury. 

(vii)  Waiver  of  right  to  appeal  judicial 
error  in  legal  proceedings.  Authorization 
to  the  landlord’s  lawyer  to  waive  the 
tenant’s  right  to  appeal  on  the  ground  of 
judicial  error  in  any  suit  or  the  tenant’s 
right  to  file  a  suit  in  equity  to  prevent 
the  execution  of  a  judgment. 

(viii)  Tenant  chargeable  with  costs  of 
legal  actions  regardless  of  outcome. 
Agreement  by  the  tenant  to  pay  at¬ 
torney’s  fees  or  other  legal  costs  when¬ 
ever  the  landlord  decides  to  take  action 
against  the  tenant  even  though  the 
court  finds  in  favor  of  the  tenant.  (Omis¬ 
sion  of  such  clause  does  not  mean  that 
the  tenant  as  a  party  to  a  lawsuit  may 
not  be  obligated  to  pay  attorney’s  fees  or 
other  costs  if  he  loses  the  suit.) 

(d)  Termination  of  tenancy.  The 
Owner  shall  be  responsible  for  termina¬ 
tion  of  tenancies,  including  evictions. 
However,  conditions  for  payment  of 
housing  assistance  payments  for  any  re¬ 
sulting  vacancies  shall  be  as  set  forth  in 
§  1277.103  (e)  (3)  (ii). 

(e)  Maintenance,  operation  and  in¬ 
spections — (1)  Maintenance  and  opera¬ 
tion.  The  Owner  shall  maintain  and  op¬ 
erate  the  project  so  as  to  provide  De¬ 
cent,  Safe,  and  Sanitary  housing  and  he 
shall  provide  all  the  services,  mainte¬ 
nance  and  utilities  which  he  agrees  to 
provide  under  the  Contract,  subject  to 
abatement  of  housing  assistance  pay¬ 
ments  or  other  applicable  remedies  if  he 
fails  to  meet  these  obligations. 

(2)  Inspection.  Prior  to  occupancy  of 
any  unit  by  a  Family,  the  Owner  and  the 
Family  shall  inspect  the  unit  and  both 
shall  certify,  on  the  form  prescribed  by 
HUD,  that  they  have  inspected  the  unit 
and  have  determined  it  to  be  Decent, 
Safe,  and  Sanitary  in  accordance  with 
the  criteria  provided  in  the  prescribed 
form.  HUD  (or  the  PHA,  as  appropriate) 
will  inspect  or  cause  to  be  inspected  each 
Contract  unit  and  related  facilities  at 
least  annually  and  at  such  other  times 
(including  prior  to  initial  occupancy  of 
any  unit)  as  HUD  (or  the  PHA)  may  de¬ 
termine  to  be  necessary  to  assure  that 
the  Owner  is  meeting  his  obligation  to 
maintain  the  units  in  Decent,  Safe,  and 
Sanitary  condition  and  to  provide  the 
agreed  upon  utilities  and  other  services. 
HUD  (or  the  PHA)  will  take  into  account 


complaints  by  occupants  and  any  other 
information  coming  to  its  attention  in 
scheduling  inspections. 

(f)  Units  not  decent,  safe,  and  sani¬ 
tary.  If  HUD  (or  the  PHA,  as  appro¬ 
priate)  notifies  the  Owner  that  he  has 
failed  to  maintain  a  dwelling  unit  in 
Decent,  Safe,  and  Sanitary  condition  and 
the  Owner  fails  to  take  corrective  action 
within  the  time  prescribed  in  the  notice, 
HUD  (or  the  PHA)  may  exercise  any  of 
its  rights  or  remedies  under  the  Contract, 
including  abatement  of  housing  assist¬ 
ance  payments,  even  if  the  Family  con¬ 
tinues  to  occupy  the  unit.  If,  however, 
the  Family  wishes  to  be  rehoused  in  an¬ 
other  dwelling  unit  with  Section  8  assist¬ 
ance  and  HUD  (or  the  PHA)  does  not 
have  other  Section  8  funds  for  such  pur¬ 
poses,  HUD  (or  the  PHA)  may  use  the 
abated  housing  assistance  payments  for 
the  purpose  of  rehousing  the  Family  in 
another  dwelling  unit.  Where  this  is 
done,  the  Owner  shall  be  notified  that 
he  will  be  entitled  to  resumption  of  hous¬ 
ing  assistance  payments  for  the  vacated 
dwelling  unit  if : 

(1)  The  unit  is  restored  to  Decent, 
Safe,  and  Sanitary  condition; 

(2)  The  Family  is  willing  to  and  does 
move  back  to  the  restored  dwelling  unit; 
and 

(3)  A  deduction  is  made  for  the  ex¬ 
penses  incurred  by  the  Family  for  both 
moves. 

(g)  Reexamination  of  family  income, 
composition,  and  extent  of  exceptional 
medical  or  other  unusual  expenses.  Re¬ 
examination  of  Family  income,  composi¬ 
tion,  and  the  extent  of  medical  or  other 
unusual  expenses  incurred  by  the  Family 
shall  be  made  by  the  Owner  at  least 
annually  (except  that  such  reviews  may 
be  made  at  intervals  no  longer  than  two 
years  in  the  case  of  elderly  Families) ,  and 
appropriate  redeterminations  shall  be 
made  by  the  Owner  of  the  amount  of  the 
Family  contribution  and  the  amount  of 
the  housing  assistance  payment,  all  in 
accordance  with  schedules  and  criteria 
established  by  HUD. 

(h)  Overcrowded  and  underoccupied 
units.  If  HUD  or  the  PHA,  as  the  case 
may  be,  determines  that  a  Contract  unit 
assisted  under  this  Part  is  not  Decent, 
Safe,  and  Sanitary  by  reason  of  over¬ 
crowding,  or  that  a  Contract  unit  is  larger 
than  appropriate  for  the  size  of  the  Fam¬ 
ily  in  occupancy,  housing  assistance  pay¬ 
ments  with  respect  to  such  unit  will  not 
be  abated,  unless  the  Owner  fails  to  offer 
the  Family  a  suitable  unit  as  soon  as  one 
becomes  vacant  and  ready  for  occupancy. 
In  the  case  of  an  overcrowded  unit,  if  the 
Owner  does  not  have  any  suitable  units 
or  if  no  vacancy  of  a  suitable  unit  occurs 
within  a  reasonable  time,  HUD  (or  the 
PHA)  will  assist  the  Family  in  finding  a 
suitable  dwelling  unit  and  require  the 
Family  to  move  to  such  a  unit  as  soon 
as  possible.  The  Owner  may  receive  hous¬ 
ing  assistance  payments  for  the  vacated 
unit  if  he  complies  with  the  requirements 
of  §  1277.103(e)  (3)  (i) . 

(i)  Adjustment  of  allowance  for  utili¬ 
ties  and  other  services.  HUD  shall  deter¬ 
mine,  as  part  of  its  annual  inspection 
and  at  such  other  times  as  it  deems  ap- 
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propriate,  whether  an  adjustment  is  re¬ 
quired  in  the  Allowance  for  Utilities  and 
Other  Services  applicable  to  the  dwelling 
units  in  the  project,  on  grounds  of 
changes  in  utility  rates  or  other  change 
of  general  applicability  to  all  units  in 
the  project.  If  HUD  determines  that  an 
adjustment  should  be  made,  HUD  shall 
prescribe  the  amount  of  the  adjustment 
and  direct  the  Owner  to  make  promptly 
a  corresponding  adjustment  in  the 
amount  of  rent  to  be  paid  by  the  affected 
Families  and  the  amount  of  housing  as¬ 
sistance  payment. 

(j)  Continued  family  participation.  A 
Family  must  continue  to  occupy  its  ap¬ 
proved  unit  to  remain  eligible  for 
participation  in  the  Housing  Assistance 
Payments  Program  except  that  if  the 
Family  (1)  wishes  to  vacate  its  unit  at 
the  end  of  the  Lease  term  (or  prior  there¬ 
to  but  in  accordance  with  the  provisions 
of  the  Lease) .  or  (2)  is  required  to  move 
for  reasons  other  than  violation  of  the 
Lease  on  the  part  of  the  Family,  and  if 
the  Family  wishes  to  receive  the  benefit 
of  housing  assistance  payments  in  an¬ 
other  approvable  unit,  the  Family  should 
give  reasonable  notice  of  the  circum¬ 
stances  to  HUD  or  to  the  PHA,  as  ap¬ 
propriate,  so  that  HUD  or  the  PHA  may 
have  the  opportunity  to  consider  the 
Family’s  request. 

(k)  Inapplicability  of  low-rent  public 
housing  model  lease  and  grievance  pro¬ 
cedures.  Model  lease  and  grievance  pro¬ 
cedures  established  by  HUD  for  PHA- 
owned  low-rent  public  housing  are  ap¬ 
plicable  only  to  PHA-Owner  Projects 
under  the  Section  8  Housing  Assistance 
Payments  Program. 

(l)  Reduction  of  number  of  contract 
units  for  failure  to  lease  to  eligible  fami¬ 
lies— (1)  If  at  any  time,  beginning  six 
months  after  the  effective  date  of  the 
Contract,  the  Owner  fails  for  a  con¬ 
tinuous  period  of  six  months  to  have  at 
least  80  percent  of  the  Contract  units 
leased  or  available  for  leasing  by  Eligible 
Families,  HUD  (or  the  PHA  at  the  direc¬ 
tion  of  HUD,  as  appropriate)  may  on  30 
days  notice  reduce  the  number  of  Con¬ 
tract  units  to  not  less  than  the  number 
of  units  under  lease  or  available  for  leas¬ 
ing  by  Eligible  Families,  plus  10  percent 
of  such  number,  if  the  number  is  10  or 
more,  rounded  to  the  next  highest 
number. 

(2)  At  the  end  of  the  initial  term  of 
the  Contract  and  of  each  renewal  term, 
HUD  (or  the  PHA  at  the  direction  of 
HUD,  as  appropriate)  may,  by  notice  to 
the  Owner,  reduce  the  number  of  Con¬ 
tract  units  to  not  less  than  (1)  the  num¬ 
ber  of  units  under  lease  or  available  for 
leasing  by  Eligible  Families  at  that  time 
or  (11)  the  average  number  of  units  so 
leased  or  available  for  leasing  during  the 
last  year,  whichever  is  the  greater  num¬ 
ber,  plus  10  percent  of  such  number,  if 
the  number  is  10  or  more,  rounded  to  the 
next  highest  number. 

§  1277.219  HUD  review  of  contract 
compliance. 

HUD  will  review  project  operations  at 
such  Intervals  as  It  deems  necessary  to 
ensure  that  the  Owner  Is  In  full  compli¬ 


ance  with  the  terms  and  conditions  of 
the  Contract.  Equal  Opportunity  review 
may  be  conducted  with  the  scheduled 
HUD  review  or  at  any  time  deemed  ap¬ 
propriate  by  HUD. 

§  1277.220  PHA  reporting  requirements. 

[Reserved] 

Appendix  I — Agreement  To  Enter  Into 
Housing  Assistance  Payments  Contract — 
Substantial  Rehabilitation — Private- 

Owner  or  PHA-Owner  Project 

SECTION  8  HOUSING  ASSISTANCE  PAYMENTS 
PROGRAM 

Part  I 

This  Agreement  To  Enter  Into  Housing  As¬ 
sistance  Payments  Contract  (“Agreement”) 

Is  made  and  entered  into  by  and  between 
the  United  States  of  America  acting  through 
the  Department  of  Housing  and  Urban  De¬ 
velopment  (“Government”)  and _ 

("Owner”) . 

Whereas,  the  Owner  proposes  to  complete 
a  housing  project  consisting  of  the  substan¬ 
tial  rehabilitation  of  certain  property  as  de¬ 
scribed  in  the  approved  Final  Proposal;  and 
Whereas,  the  Owner  and  the  Government 
propose  to  enter  into  a  Housing  Assistance 
Payments  Contract  (“Contract")  upon  the 
completion  of  said  project  for  the  purpose 
of  making  housing  assistance  payments  to 
enable  eligible  lower-income  famUies  (“Fam¬ 
ilies”)  to  occupy  units  in  said  project;  and 
Whereas,  the  Owner  is  also  the  rehabilita- 
tor,  or,  if  the  rehabilitator  is  other  than  the 

Owner,  the  rehabilita tor's  name  is _ 

Now  therefore  the  parties  hereto  agree  as 
follows: 

U  Contents  of  agreement.  This  Agree¬ 
ment  consists  of  Part  I,  Part  II,  and  the 
following  exhibits: 

Exhibit  A:  The  approved  Final  Proposal  in¬ 
cluding,  among  other  things,  evidence  of 
management  capability  and,  if  required:  the 
architect’s  certification,  the  Affirmative  Fair 
Housing  Marketing  Plan,  and  management 
program; 

Exhibit  B:  The  Housing  Assistance  Pay¬ 
ments  Contract  (“Contract”)  to  be  executed 
upon  acceptable  completion  of  the  project; 

Exhibit  C:  The  schedule  of  completion  in 
stages,  if  applicable; 

Exhibit  D:  The  schedule  of  minimum  rates 
of  wages,  if  applicable;  and 

Additional  exhibits:  [Specify  additional 
exhibits,  if  any.  If  none,  insert  “None.”] 

This  Agreement,  including  said  exhibits, 
comprises  the  entire  agreement  between  the 
parties  hereto,  and  neither  party  is  bound  by 
any  representations  or  agreements  of  any 
kind  except  as  contained  herein.  Nothing 
contained  in  this  Agreement  shall  create  or 
affect  any  relationship  between  the  Govern¬ 
ment  and  the  lender  or  any  contractors  or 
subcontractors  employed  by  the  Owner  in 
the  completion  of  the  project. 

Schedule  of  Completion — a.  Time  for 
Completion.  The  project  shall  be  completed 
in  accordance  with  section  1.4  no  later  than 

_ calendar  days  after  the  effective  date 

of  this  Agreement,  or  in  stages  as  provided  for 
in  Exhibit  C  which  Identifies  the  units  com¬ 
prising  each  stage  and  the  date  of  commence¬ 
ment  and  time  for  completion  of  each  stage. 
Where  completion  in  stages  Is  provided  for, 
all  references  to  project  completion  shall  be 
deemed  to  refer  to  project  completion  and/or 
completion  of  any  stage,  as  appropriate, 
b.  Timely  Performance  of  Work.  The  Owner 

agrees  that  no  later  than  _ _ 

19 _ ,  the  work  wlU  be  commenced  and 

diligently  continued.  In  the  event  the  work 
is  not  oommenced,  diligently  continued,  and/ 
or  completed  as  aforesaid,  the  Government 
reserves  the  right  to  rescind  this  Agreement 
or  take  other  appropriate  action.  The  Owner 


shall  report  to  the  Government  the  date  work 
was  commenced  and  shall  thereafter  furnish 
the  Government  with  periodic  progress  re¬ 
ports  (quarterly  unless  more  frequent  report¬ 
ing  is  required  by  the  Government) . 

c.  Delays.  In  the  event  there  is  delay  in  the 
completion  due  to  strikes,  lockouts,  labor 
union  disputes,  fire,  unusual  delays  in  trans¬ 
portation,  unavoidable  casualties,  weather, 
acts  of  God,  or  any  other  causes  beyond  the 
Owner’s  control,  or  by  delay  authorized  by 
the  Government,  the  time  for  completion 
shall  be  extended  to  the  extent  that  comple¬ 
tion  is  delayed  due  to  one  or  more  of  these 
causes.  No  increase  in  the  rents  set  forth  in 
Exhibit  B  (“Contract  Rents”)  may  be 
granted  on  account  of  any  such  delays.  * 

1.3  Rehabilitation  period — a.  Changes. 
The  Owner  shall  submit  for  Government  ap¬ 
proval  any  changes  from  Exhibit  A  which  will 
materially  reduce  or  alter  his  obligations  or 
any  changes  which  alter  the  design  or  ma¬ 
terially  reduce  the  quality  or  amenities  of  the 
project.  The  Government  may  condition  its 
approval  of  such  changes  on  a  reduction  of 
Contract  Rents.  If  Buch  changes  are  made 
without  prior  Government  approval,  the  Gov¬ 
ernment  may  determine  that  Contract  Rents 
shall  be  reduced  or  that  the  Owner  shall 
remedy  the  defects  or  deficiencies  as  a  condi¬ 
tion  for  acceptance  of  the  project.  Contract 
Rents  may  not  be  Increased  by  reason  of  any 
changes  or  modifications. 

b.  Commencement  of  Marketing.  The 
Owner  shall  commence  and  diligently  con¬ 
tinue  marketing  as  soon  as  possible,  but  in 
any  event  no  later  than  60  days  prior  to  the 
estimated  completion  date.  The  Owner  shall 
notify  the  Government  of  the  date  of  com¬ 
mencement  of  marketing.  The  Owner  shall 
also  comply  with  all  reporting  requirements 
under  the  Affirmative  Fair  Housing  Marketing 
Regulations.  Not  later  than  30  days  prior  to 
the  estimated  completion  date  and  periodi¬ 
cally  thereafter,  the  Owner  shall  notify  the 
Government  of  any  units  which  he  antici¬ 
pates  will  be  vacant  on  the  effective  date  of 
the  Contract.  At  the  time  the  Contract  is 
executed,  the  Owner  shall  submit  a  list  of  the 
dwelling  units  leased  as  of  the  effective  date 
of  the  Contract  and  a  list  of  the  units  not 
so  leased,  if  any.  The  Owner  will  be  entitled 
to  housing  assistance  payments  for  any  un¬ 
leased  units  pursuant  to  section  1.6b  of  the 
Contract  only  if  he  has  fully  complied  with 
the  requirements  of  this  paragraph  and  the 
provisions  of  that  Section. 

c.  Management  Certification.  Prior  to  ac¬ 
ceptance  of  the  project  by  the  Government, 
the  Owner  shall  certify  in  writing  that  there 
has  been  no  change  in  the  evidence  of  man¬ 
agement  capability  or  in  the  proposed  man¬ 
agement  program  (if  one  was  required)  speci¬ 
fied  in  his  Final  Proposal  other  than  changes 
approved  in  writing  by  the  Government  in 
accordance  with  paragraph  a  of  this  Section. 

d.  Labor  Standards  Certification:1  Prior  to 
acceptance  of  the  project  by  the  Govern¬ 
ment,  the  Owner  shall  certify  in  writing  that 
he  has  complied  with  the  provisions  of  sec¬ 
tions  2.6  through  2.11  of  this  Agreement,  and 
that  to  the  best  of  his  knowledge  and  belief 
there  are  no  claims  of  underpayment  to 
laborers  or  mechanics  in  alleged  violation  of 
said  provisions  of  the  Agreement.  In  the  event 
there  are  any  such  pending  claims  to  the 
knowledge  of  the  Owner  or  the  Government, 
the  Owner  shall  be  required  to  place  a  suf¬ 
ficient  amount  in  escrow  as  determined  by 
the  Government  to  assure  payment  thereof. 

1.4  Project  completion — a.  Conformance 
to  Pinal  Proposal.  The  completed  project  shall 
be  in  accordance  with  Exhibit  A.  The  Owner 
shall  be  solely  responsible  for  completion  of 
.  the  project. 


'Strike  this  paragraph  if  the  project  in¬ 
volves  fewer  than  nine  Contract  units. 
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b.  Notification  of  Completion.  The  Owner 
shall  notify  the  Government  when  the  work 
is  completed  and  shall  submit  to  the  Gov¬ 
ernment  the  evidence  of  completion  described 
in  paragraph  c  of  this  Section. 

c.  Evidence  of  Completion.  Completion  of 
the  project  shall  be  evidenced  by  furnishing 
the  Government  with  all  of  the  following: 

(1)  A  certification  (1)  from  the  author¬ 
ized  local  government  official  or  a  qualified 
laboratory  that  exposed  interior  and  exterior 
surfaces  are  free  of  lead  based  paint  hazards, 
or  (ii)  by  the  Owner  that  these  surfaces  have 
been  adequately  treated  or  covered,  all  in  ac¬ 
cordance  with  the  applicable  HUD  regula¬ 
tions  issued  pursuant  to  Lead  Base  Paint 
Poisoning  Prevention  Act,  42  USC  4801. 

(2)  A  certificate  of  occupancy  and/or  other 
official  approvals  necessary  for  occupancy. 

(3)  A  certification  by  the  Owner,  which 
will  be  supported  by  the  Owner’s  warranty 
in  the  Contract,  that: 

(i)  All  work  has  been  completed  in  ac¬ 
cordance  with  the  requirements  of  this 
Agreement; 

(ii)  The  project  is  in  good  and  tenant- 
able  condition;  and 

(111)  There  are  no  defects  or  deficiencies 
in  the  project  except  for  ordinary  punchlist 
items,  or  incomplete  work  awaiting  seasonal 
opportunity  such  as  landscaping  and  heating 
system  test  (such  excepted  items  to  be  speci¬ 
fied). 

(4) *  A  certification  by  the  registered 
architect  responsible  for  inspection  of  the 
work  that  such  Inspection  was  performed  by 
him  or  under  his  supervision  with  the  fre¬ 
quency  and  thoroughness  required  by  the 
generally  accepted  standards  of  professional 
care  and  Judgment,  and  that  to  the  best  of 
his  knowledge,  belief,  and  professional  Judg¬ 
ment: 

(i)  All  work  has  been  completed  in  con¬ 
formance  with  the  certified  working  draw¬ 
ings  and  specifications  for  the  project  or  ap¬ 
proved  changes  thereto  (such  changes  to  be 
listed) ; 

(ii)  The  project  is  in  good  and  tenantable 
condition;  and 

(ill)  There  are  no  defects  or  deficiencies 
in  the  project  except  for  ordinary  punchlist 
items,  or  incomplete  work  awaiting  seasonal 
opportunity  such  as  landscaping  and  heat¬ 
ing  system  test  (such  excepted  items  to  be 
specified) . 

d.  Inspection.  (1)  Within  ten  working  days 
of  the  receipt  of  the  Owner’s  notification  of 
project  completion,  the  Government  repre¬ 
sentative  shall  inspect  the  project  and  review 
the  evidence  of  completion  listed  in  para¬ 
graph  c  of  this  Section.  Such  inspection  shall 
be  sufficient  to  enable  the  Government  to  de¬ 
termine  whether  the  project  has  been  com¬ 
pleted  in  accordance  with  the  Agreement 
and,  in  particular,  whether  there  are  any 
observable  conditions  inconsistent  with  the 
certification  of  the  Owner  or  the  architect. 
As  promptly  as  possible,  the  Government 
shall  notify  the  Owner  in  writing  as  to 
whether  or  not  the  project  has  been  com¬ 
pleted  in  an  acceptable  manner. 

(2)  In  the  event  the  Owner  disputes  the 
Government’s  determinations,  he  may  sub¬ 
mit  the  controversy  to  third-party  arbitra¬ 
tion,  at  his  expense,  provided  that  the  ar¬ 
bitration  is  advisory  only. 

e.  Acceptance  of  Project.  If  the  Govern¬ 
ment  determines  that  the  project  is  not 
acceptable  under  paragraph  d(l)  of  this 
section,  the  following  shall  apply: 

(1)  If  the  defects  or  deflciences  are  only 
punchlist  items  or  incomplete  items  awaiting 
seasonal  opportunity,  the  project  may  be 


1  Strike  this  subparagraph  (4)  if  the  work 
is  to  be  done  other  than  in  accordance  with 
working  drawings  and  specifications  pre¬ 
pared  and  certified  to  by  a  registered  archi¬ 
tect. 


accepted  and  the  Contract  executed.  If  the 
Owner  fails  to  complete  such  items  within 
a  reasonable  time  to  the  satisfaction  of  the 
Government,  the  Government  may,  upon  30 
days  notice,  terminate  the  Contract  or  exer¬ 
cise  its  other  rights  under  the  Contract. 

(2)  If  the  defects  or  deficiencies  are  other 
than  punchlist  items  or  Incomplete  work 
awaiting  seasonal  opportunity,  but  the  Gov¬ 
ernment  determines  that  the  housing  is  De¬ 
cent,  Safe,  and  Sanitary  and  that  the  project 
is  in  good  and  tenantable  condition,  the  proj¬ 
ect  may  be  accepted  after  the  Owner  corrects 
the  defects  or  deficiencies  or  the  project  may 
be  accepted  subject  to  a  specified  reduction 
of  the  Contract  Rents  as  determined  by  the 
Government. 

(3)  If  the  Government  determines  that  the 
project  is  not  in  good  and  tenantable  condi¬ 
tion  or  that  the  housing  is  not  Decent,  Safe, 
and  Sanitary,  the  Government  shall  deter¬ 
mine:  (i)  whether  the  defects  or  deficiencies 
can  be  corrected  and  (ii)  whether  a  reduction 
in  Contract  Rents  will  be  required  as  a  con¬ 
dition  to  acceptance  of  the  project.  If  it  is 
determined  that  the  defects  or  deficiencies 
can  be  corrected,  the  Owner  shall  be  notified 
of  the  Government’s  determinations  under 
(i)  and  (ii)  of  this  subparagraph  and,  if 
he  agrees  to  comply  with  the  conditions,  an 
agreement  shall  be  entered  into  pursuant  to 
which  the  defects  or  deficiencies  will  be  cor¬ 
rected  and  the  project  then  accepted.  If  the 
Owner  is  unwilling  to  enter  into  such  agree¬ 
ment  or  if  he  fails  to  perform  the  agreement, 
the  project  shall  not  be  accepted.  Prior  to 
execution  of  the  Contract,  the  Government 
will  verify  that  appropriate,  corrective  action 
has  been  taken. 

f.  Completion  in  Stages.  If  the  project  is 
to  be  completed  in  stages,  the  procedures  of 
this  section  shall  apply  to  each  stage. 

1.5  Execution  of  Housing  Assistance  Pay¬ 
ments  Contract — a.  Time  of  Execution.  Upon 
acceptance  of  the  project  by  the  Government 
pursuant  to  sections  1.3  and  1.4,  the  Contract 
shall  be  executed  first  by  the  Owner  and  then 
by  the  Government. 

b.  Completion  in  Stages.  If  completion  is 
in  stages,  the  Contract  shall  be  executed 
upon  completion  of  the  first  stage,  and  the 
number  and  types  of  completed  units  and 
their  Contract  Rents  shall  be  shown  in  Ex¬ 
hibit  A-l  of  the  Contract.  Thereafter,  upon 
completion  of  each  successive  stage,  the  sig¬ 
nature  block  provided  in  the  Contract  for 
that  stage  shall  be  executed  by  the  Owner 
and  the  Government,  and  Exhibits  A-2,  A-3, 
etc.,  covering  the  additional  units,  shall  be¬ 
come  part  of  the  Contract. 

c.  Unleased  Units  at  Time  of  Execution. 
At  the  time  of  execution  of  the  Contract, 
the  Government  shall  examine  the  lists  of 
dwelling  units  leased  and  not  leased,  referred 
to  in  section  1.3b,  and  shall  determine 
whether  or  not  the  Owner  has  met  his  obli¬ 
gations  under  that  Section  with  respect  to 
any  unleased  units.  The  Government  shall 
state  in  writing  its  determination  with  re¬ 
spect  to  the  unleased  units  and  for  which 
of  those  units  it  will  make  housing  assistance 
payments  pursuant  to  the  Contract.  The 
Owner  shall  indicate  in  writing  his  concur¬ 
rence  with  this  determination  or  his  dis¬ 
agreement,  reserving  his  rights  to  claim 
housing  assistance  payments  for  the  un¬ 
leased  units  pursuant  to  the  Contract,  with¬ 
out  the  prejudice  by  reason  of  his  signing 
the  Contract. 

d.  Contract  Rents.  The  Contract  Rents  by 
unit  size,  amounts  of  housing  assistance  pay¬ 
ments,  and  all  other  applicable  terms  and 
conditions  shall  be  as  specified  in  the  pro¬ 
posed  Housing  Assistance  Payments  Con¬ 
tract,  except  that  in  no  case  may  the  initial 
Contract  Rents  for  units  in  projects  financed 
with  mortgages  insured  under  the  National 
Housing  Act  exceed  the  rents  approved  by 


the  Government  in  connection  with  the 
mortgage  insurance  for  such  projects. 

e.  No  Changes  in  Contract.  Each  party  has 
read  or  is  presumed  to  have  read  the  pro¬ 
posed  Contract.  It  is  expressly  agreed  that 
there  shall  be  no  change  in  the  terms  and 
conditions  of  the  Contract  other  than  in 
accordance  with  section  1.3a  and  paragraph 
d  of  this  Section. 

1.6  Government  assurance  to  owner.  The 
execution  of  this  Agreement  by  the  Govern¬ 
ment  signifies  that  the  faith  of  the  United 
States  is  solemnly  pledged  to  the  payment 
of  housing  assistance  payments  pursuant  to 
the  Contract  and  that  funds  have  been  ob¬ 
ligated  by  the  Government  for  such  pay¬ 
ments. 

1.7  Relocation  requirements? 

(Alternative  provisions — incorporate  alter¬ 
native  1  or  2,  as  applicable.] 

Alternative  1 — For  projects  which  were 
without  site  occupants  as  of  the  date  indi¬ 
cated  in  this  alternative.  The  Owner  hereby 
certifies  that  the  property  to  be  rehabili¬ 
tated  was  without  occupants  as  of  the  date 
of  the  Government  notification  to  the  Owner 
requesting  the  Owner  to  submit  a  Pinal 
Proposal. 

Alternative  2 — For  projects  which  do  not 
qualify  for  alternative  1 — a.  Owner  Compli¬ 
ance  with  Relocation  Act.  The  Owner  agrees 
to  comply  with  the  provisions  of  sections 
202,  203,  and  204  of  the  Uniform  Relocation 
Assistance  and  Real  Property  Acquisition 
Policies  Act  of  1970  and  applicable  Govern¬ 
ment  regulations  and  requirements  issued 
pursuant  thereto. 

b.  Relocation  Payments  Other  than  by 
Owner.  The  Government  has  determined  that 
satisfactory  commitments  have  been  made 
for  the  funding  of  relocation  payments  re¬ 
quired  by  sections  202,  203,  and  204  of  the 
Uniform  Relocation  Assistance  and  Real 
Property  Acquisition  Policies  Act  of  1970 
(eg.,  funding  pursuant  to  Title  I  of  the 
Housing  and  Community  Development  Act  of 
1974)  as  follows: 


c.  Relocation  Payments  by  Owner,  it  para¬ 
graph  b  is  Inapplicable,  the  following  shall 
apply: 

( 1 )  The  maximum  potential  amount  of  all 

relocation  payments  as  estimated  by  the 
Government  Is  $ _ 

(2)  The  Owner  has  deposited  this  amount 
in  an  escrow  account  under  the  terms  of 
which  payments  may  be  made  only  upon 
presentation  of  written  authorization  by  the 
Government  for  the  purpose  of  meeting  re¬ 
location  payments. 

(3)  The  Owner  hereby  voluntarily  under¬ 
takes  liability  for  all  relocation  payments 
and  agrees  that  if  the  funds  in  the  escrow 
account  shall  prove  to  be  Insufficient  to  meet 
all  such  relocation  payments  he  will  deposit 
such  additional  amounts  as  the  Government 
determines  to  be  necessary  for  such  purpose. 

(4)  When  the  Government  determines  that 
there  is  no  longer  any  potential  liability  for 
relocation  payments,  any  balance  in  the  es¬ 
crow  account  shall  be  paid  to  the  Owner. 

(5)  The  Owner  agrees  to  hold  harmless 
and  to  indemnify  the  Government  for  any 
costs  incurred  under  sections  202,  203,  and 
204  of  the  Uniform  Relocation  Assistance  and 
Real  Property  Acquisition  Policies  Act  of  1970 
in  connection  with  the  relocation  of  site  oc¬ 
cupants,  and  the  Owner  further  agrees  that 
the  Government  shall  have  the  right  to  be 
reimbursed  for  any  such  costs  by  withholding 
from  housing  assistance  payments  payable  to 
the  Owner. 


3  Strike  this  Section  in  the  case  of  a  Pri¬ 
vate-Owner  Project. 
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Effective  date.  This  Agreement  shall  be 
effective  as  of  the  date  of  execution  by  the 
Government. 

In  witness  whereof,  the  parties  hereto  have 
executed  this  Agreement  In  four  original 
counterparts. 

WARNING:  18  U.S.C.  1001  provides,  among 
other  things;  that  whoever  knowingly  and 
willfully  makes  or  uses  a  document  or  writing 
containing  any  false,  fictitious,  or  fraudulent 
statement  or  entry.  In  any  matter  within  the 
Jurisdiction  of  any  department  or  agency  of 
the  United  States,  shall  be  fined  not  more 
than  810,000  or  imprisoned  for  not  more  than 
five  years,  or  both. 

United  States  of  America 
Secretary  of  Housing  and 
Urban  Development 

By - - 


(Official  Title) 

Date _ _  19 _ 

OWNER _ 

By  - - - - 

(Official  Title) 

Date _ _  19 _ 

Part  II 

3.1  Training,  employment,  and  contracting 
opportunities  for  business  and  lower-income 
persons  4 — a.  The  project  assisted  under 


this  Agreement  is  subject  to  the  require¬ 
ments  of  section  3  of  the  Housing  and  Urban 
Development  Act  of  1968,  as  amended,  12 
UJ3.C.  1701u.  Section  3  requires  that,  to  the 
greatest  extent  feasible,  opportunities  for 
training  and  employment  be  given  lower-in¬ 
come  residents  of  the  project  area  and  con¬ 
tracts  for  work  In  connection  with  the  project 
be  awarded  to  business  concerns  which  are  lo¬ 
cated  In,  or  owned  In  substantial  part  by 
persons  residing  In,  the  area  of  the  project. 

b.  Notwithstanding  any  other  provision  of 
this  Agreement,  the  Owner  shall  carry  out 
the  provisions  of  said  section  3  and  the  regu¬ 
lations  issued  pursuant  thereto  by  the  Secre¬ 
tary  of  Housing  and  Urban  Development  set 
forth  In  24  CFR,  Part  135  (published  In  38 
Federal  Register  29220,  October  23,  1973), 
and  all  applicable  rules  and  orders  of  the 
Secretary  Issued  thereunder  prior  to  the  exe¬ 
cution  of  this  Agreement.  The  requirements 
of  said  regulations  Include,  but  are  not 
limited  to,  development  and  Implementation 
of  an  affirmative  action  plan  for  utilizing 
business  concerns  located  within,  or  owned 
in  substantial  part  by  persons  residing  In, 
the  area  of  the  project;  the  making  of  a 
good  faith  effort,  as  defined  by  the  regula¬ 
tions,  to  provide  training,  employment,  and 
business  opportunities  required  by  section 
3;  and  incorporation  of  the  “section  3  clause’’ 
specified  by  $  135.20(b)  of  the  regulations 
and  paragraph  (d)  of  this  section  In  all  con¬ 
tracts  for  work  In  connection  with  the  proj¬ 
ect.  The  Owner  certifies  and  agrees  that  he 
Is  under  no  contractual  or  other  disability 
which  would  prevent  him  from  complying 
with  these  requirements. 

c.  Compliance  with  the  provisions  of  sec¬ 
tion  3,  the  regulations  set  forth  In  24  CFR, 
Part  135,  and  all  applicable  rules  and  orders 
of  the  Secretary  Issued  thereunder  prior  to 
approval  by  the  Government  of  the  applica¬ 
tion  for  this  Agreement,  shall  be  a  condition 
of  the  Federal  financial  assistance  provided 
to  the  project,  binding  upon  the  Owner,  his 
successors  and  assigns.  Failure  to  fulfill  these 
requirements  shall  subject  the  Owner,  his 
contractors  and  subcontractors,  his  succes¬ 
sors,  and  assigns  to  the  sanction  specified 


4  Strike  this  Section  If  the  Contract  Rents 
under  the  proposed  Housing  Assistance  Pay¬ 
ments  Contract,  over  the  maximum  term  of 
said  Contract,  are  8500,000  or  less. 


by  this  Agreement,  and  to  such  sanctions  as  ' 
are  specified  by  24  CFR  135.135. 

d.  The  Owner  shall  incorporate  or  cause 
to  be  incorporated  Into  any  contract  or  sub¬ 
contract  for  work  pursuant  to  this  Agree¬ 
ment  In  excess  of  850,000  cost,  the  following 
clause: 

EMPLOYMENT  OF  PROJECT  AREA  RESIDENTS  AND 
CONTRACTORS 

A.  The  work  to  be  performed  under  this 
Agreement  Is  on  a  project  assisted  under  a 
program  providing  direct  Federal  financial 
assistance  from  the  Department  of  Housing 
and  Urban  Development  and  Is  subject  to 
the  requirements  of  section  3  of  the  Housing 
and  Urban  Development  Act  of  1968,  as 
amended,  12  UJS.C.  1701u.  Section  3  requires 
that,  to  the  greatest  extent  feasible,  oppor¬ 
tunities  for  training  and  employment  be 
given  lower-income  residents  of  the  project 
area,  and  contracts  for  work  In  connection 
with  the  project  be  awarded  to  business 
concerns  which  are  located  in,  or  owned  In 
substantial  part  by  persons  residing  In,  the 
area  of  the  project. 

B.  The  parties  to  this  Agreement  will  com¬ 
ply  with  the  provisions  of  said  section  3  and 
the  regulations  Issued  pursuant  thereto  by 
the  Secretary  of  Housing  and  Urban  Develop¬ 
ment  set  forth  In  24  CFR  Part  135,  and  all 
applicable  rules  and  orders  of  the  Depart¬ 
ment  Issued  thereunder  prior  to  the  execu¬ 
tion  of  this  Agreement.  The  parties  to  this 
Agreement  certify  and  agree  that  they  are 
under  no  contractual  or  other  disability 
which  would  prevent  them  from  complying 
with  these  requirements. 

C.  The  contractor  will  send  to  each  labor 
organization  or  representative  of  workers 
with  which  he  has  a  collective  bargaining 
agreement  or  other  contract  or  understand¬ 
ing,  if  any,  a  notice  advising  the  said  labor 
organization  or  workers’  representative  of  his 
commitments  under  this  section  3  clause 
and  shall  post  copies  of  the  notice  in  con¬ 
spicuous  places  available  to  employees  and 
applicants  for  employment  or  training. 

D.  The  contractor  will  include  this  section 
3  clause  in  every  subcontract  for  work  In 
connection  with  the  project  and  will,  at  the 
direction  of  the  applicant  for  or  recipient  of 
Federal  financial  assistance,  take  appropriate 
action  pursuant  to  the  subcontract  upon  a 
finding  that  the  subcontractor  Is  In  viola¬ 
tion  of  regulations  Issued  by  the  Secretary  of 
Housing  and  Urban  Development,  24  CFR 
Part  135.  The  contractor  will  not  subcontract 
with  any  subcontractor  where  It  has  notice  or 
knowledge  that  the  latter  has  been  found 
in  violation  of  regulations  under  24  CFR  Part 
135,  and  will  not  let  any  subcontract  unless 
the  subcontractor  has  first  provided  It  with 
a  preliminary  statement  of  ability  to  comply 
with  the  requirements  of  these  regulations. 

E.  Compliance  with  the  provisions  of  sec¬ 
tion  3,  the  regulations  set  forth  In.  24  CFR 
Part  135,  and  all  applicable  rules  and  orders 
of  the  Department  Issued  thereunder  prior 
to  the  execution  of  the  Agreement,  shall  be 
a  condition  of  the  Federal  financial  assist¬ 
ance  provided  to  the  project,  binding  upon 
the  applicant  or  recipient  for  such  assistance, 
Its  successors,  and  assigns.  Failure  to  fulfill 
these  requirements  shall  subject  the  appli¬ 
cant  or  recipient,  Its  contractors  and  subcon¬ 
tractors,  Its  successors,  and  assigns  to  those 
sanctions  specified  by  the  grant  or  loan  agree¬ 
ment  or  contract  through  which  Federal 
assistance  is  provided,  and  to  such  sanctions 
as  are  specified  by  24  CFR  135.135. 

e.  The  Owner  agrees  that  he  will  be  bound 
by  the  above  Employment  of  Project  Area 
Residents  and  Contractors  clause  with  re¬ 
spect  to  his  own  employment  practices  when 
he  participates  In  federally  assisted  work. 


2.2  Equal  employment  opportunity  * — a. 
The  Owner  shall  Incorporate  or  cause  to  be 
incorporated  Into  any  contract  for  construc¬ 
tion  work,  or  modification  thereof,  as  defined 
In  the  regulations  of  the  Secretary  of  Labor 
at  41  CFR,  Chapter  60,  which  Is  to  be  per¬ 
formed  pursuant  to  this  Agreement,  the  fol¬ 
lowing  Equal  Opportunity  clause: 

EQUAL  EMPLOYMENT  OPPORTUNITY 

During  the  performance  of  this  contract, 
the  contractor  agrees  as  follows: 

(1)  The  contractor  will  not  discriminate 
against  any  employee  or  applicant  for  em¬ 
ployment  because  of  race,  color,  creed,  re¬ 
ligion,  sex,  or  national  origin.  The  contractor 
will  take  affirmative  action  to  ensure  that 
applicants  are  employed,  and  that  employees 
are  treated  during  employment,  without  re¬ 
gard  to  their  race,  color,  religion,  creed,  sex, 
or  national  origin.  Such  action  shall  include, 
but  not  be  limited  to,  the  following:  em¬ 
ployment,  upgrading,  demotion,  or  trans¬ 
fer;  recruitment,  or  recruitment  advertis¬ 
ing,  lay-off  or  termination;  rates  of  pay  or 
other  forms  of  compensation;  and  selection 
for  training.  Including  apprenticeship.  The 
contractor  agrees  to  post  In  conspicuous 
places,  available  to  employees  and  appli¬ 
cants  for  employment,  notices  to  be  provided 
by  or  at  the  direction  of  the  Government 
Betting  forth  the  provisions  of  this  Equal 
Opportunity  clause. 

(2)  The  contractor  will.  In  all  solicitations 
or  advertisements  for  employees  placed  by 
or  on  behalf  of  the  contractor,  state  that  all 
qualified  applicants  will  receive  considera¬ 
tion  for  employment  without  regard  to  race, 
color,  religion,  creed,  sex,  or  national  origin. 

(3)  The  contractor  will  send  to  each 
labor  union  or  representative  of  workers 
with  which  he  has  a  collective  bargaining 
agreement  or  other  contract  or  understand¬ 
ing,  a  notice  to  be  provided  by  or  at  the 
direction  of  the  Government  advising  the 
said  labor  union  or  workers’  representative 
or  the  contractor’s  commitments  under  this 
section,  and  shall  post  copies  of  the  notice 
In  conspicuous  places  available  to  employees 
and  applicants  for  employment. 

(4)  The  contractor  will  comply  with  all 
provisions  of  Executive  Order  No.  11246  of 
September  24,  1965,  and  of  the  rules,  regula¬ 
tions,  and  relevant  orders  of  the  Secretary 
of  Labor. 

(5)  The  contractor  wiil  furnish  all  In¬ 
formation  and  reports  required  by  Executive 
Order  No.  11246  of  September  24,  1965,  and 
by  the  rules,  regulations,  and  orders  of  the 
Secretary  of  Labor,  or  pursuant  thereto,  and 
will  permit  access  to  his  books,  records,  and 
accounts  by  HUD  and  the  Secretary  of  Labor 
for  purposes  of  Investigation  to  ascertain 
compliance  with  such  rules,  regulations,  and 
orders. 

(6)  In  the  event  of  the  contractor's  non- 
compliance  with  the  Equal  Opportunity 
clauses  of  this  contract  or  with  any  of  the 
said  rules,  regulations,  or  orders,  this  con¬ 
tract  may  be  cancelled,  terminated,  or  sus¬ 
pended  In  whole  or  In  part  and  the  contrac¬ 
tor  may  be  declared  Ineligible  for  further 
contracts  In  accordance  with  procedures 
authorized  in  Executive  Order  No.  11246  of 
September  24,  1965,  and  such  other  sanc¬ 
tions  as  may  be  Imposed  and  remedies  In¬ 
voked  as  provided  In  Eexecutlve  Order  No. 
11246  of  September  24,  1965,  or  by  rule, 
regulation,  or  order  of  the  Secretary  of  Labor 
or  as  otherwise  provided  by  law. 

(7)  The  contractor  will  Include  the  por¬ 
tion  of  the  sentence  Immediately  preceding 


*  As  used  In  section  2.2,  •’HUD’’  means  the 
United  States  of  America  acting  through  the  i 
Department  of  Housing  and  Urban  Develop¬ 
ment. 
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Paragraph  (1)  and  the  provisions  of  Para¬ 
graphs  (1)  through  (7)  In  every  subcontract 
or  purchase  order  unless  exempted  by  the 
rules,  regulations,  or  orders  of  the  Secretary 
of  Labor  Issued  pursuant  to  section  204  of 
Executive  Order  No.  11246  of  September  24, 
1965,  so  that  such  provisions  will  be  binding 
upon  each  subcontractor  or  vendor.  The  con¬ 
tractor  will  take  such  action  with  respect  to 
any  subcontract  or  purchase  order  as  the 
Government  may  direct  as  a  means  of  en¬ 
forcing  suoh  provisions  including  sanctions 
for  noncompllance;  Provided,  however,  that 
In  the  event  a  contractor  becomes  Involved 
in,  or  Is  threatened  with,  litigation  with  a 
subcontractor  or  vendor  as  a  result  of  such 
direction  by  the  Government,  the  contractor 
may  request  the  United  States  to  enter  into 
such  litigation  to  protect  the  Interest  of  the 
United  States. 

b.  The  Owner  agrees  that  he  will  be  bound 
by  the  above  Equal  Opportunity  clause  with 
respect  to  his  own  employment  practices 
when  he  participates  in  federally  assisted 
construction  work. 

c.  The  Owner  agrees  that  he  will  assist 
and  cooperate  actively  with  HUD  and  the 
Secretary  of  Labor  in  obtaining  the  com¬ 
pliance  of  contractors  and  subcontractors 
with  the  Equal  Opportunity  clause  and  the 
rules,  regulations,  and  relevant  orders  of  the 
Secretary  of  Labor,  that  he  will  furnish  HUD 
and  the  Secretary  of  Labor  such  Information 
as  they  may  require  for  the  supervision  of 
such  compliance,  and  that  he  will  otherwise 
assist  the  Government  In  the  discharge  of 
the  Government’s  primary  responsibility  for 
securing  compliance. 

d.  The  Owner  further  agrees  that  he  will 
refrain  from  entering  into  any  contract  or 
contract  modification  subject  to  Executive 
Order  No.  11246  of  September  24,  1965,  with 
a  contractor  debarred  from,  or  who  has  not 
demonstrated  eligibility  for.  Government 
contracts  and  federally  assisted  construction 
contracts  pursuant  to  the  Executive  Order 
and  will  carry  out  such  sanctions  and  penal¬ 
ties  for  violation  cf  the  Equal  Opportunity 
clause  as  may  be  Imposed  upon  contractors 
and  subcontractors  by  the  Government  or 
the  Secretary  of  Labor  pursuant  to  Part  II, 
Subpart  D  of  the  Executive  Order. 

2.3  Cooperation  in  equal  opportunity  com¬ 
pliance  reviews.  The  Owner  shall  cooperate 
with  the  Government  in  the  conducting  of 
compliance  reviews  and  complaint  investiga¬ 
tions  pursuant  to  all  applicable  civil  rights 
statutes,  Executive  Orders,  and  rules  and 
regulations  pursuant  thereto. 

2.4  Flood  insurance.  If  the  project  is  lo¬ 
cated  In  an  area  that  has  been  Identified  by 
the  Secretary  of  Housing  and  Urban  Devel¬ 
opment  as  an  area  having  special  flood  haz¬ 
ards  and  If  the  sale  of  flood  Insurance  has 
been  made  available  under  the  National 
Flood  Insurance  Act  of  1968,  the  Owner 
agrees  that  the  project  will  be  covered,  dur¬ 
ing  its  anticipated  economic  or  useful  life, 
by  flood  insurance  in  an  amount  at  least 
equal  to  Its  development  or  project  cost  (less 
estimated  land  co6t)  or  to  the  maximum 
limit  of  coverage  made  available  with  respect 
to  the  particular  type  of  property  under  the 
National  Flood  Insurance  Act  of  1968,  which¬ 
ever  is  less. 

2.5  Clean  Air  Act  and  Federal  Water  Pol¬ 
lution  Control  Act*  In  compliance  with  regu¬ 
lations  Issued  by  the  Environmental  Protec¬ 
tion  Agency  (“EPA”) ,  40  CFR  Part  15.  39  FR 
11090,  pursuant  to  the  Clean  Air  Act,  as 
amended  (“Air  Act”) ,  42  U.S.C.  1857,  et  seq., 
the  Federal  Water  Pollution  Control  Act,  as 
amended  (“Water  Act”),  33  U.S.C.  1261,  et 


•  Strike  this  section  if  the  Contract  Renta 
tinder  the  proposed  Housing  Assistance  Pay¬ 
ments  Contract,  over  the  maximum  term  of 
■aid  Contract,  are  $100,000  or  less. 


seq.,  and  Executive  Order  11738,  the  Owner 
agrees  that: 

a.  Any  facility  to  be  utilized  in  the  per¬ 
formance  of  this  Agreement  or  any  subcon¬ 
tract  shall  not  be  a  facility  listed  on  the  EPA 
List  of  Violating  Facilities  pursuant  to  sec¬ 
tion  15.20  of  said  regulations: 

b.  He  will  promptly  notify  the  Department 
of  Housing  and  Urban  Development  field  office 
director  of  the  receipt  of  any  communication 
from  the  EPA  indicating  that  a  facility  to  be 
utilized  for  the  Agreement  is  under  consid¬ 
eration  to  be  listed  on  the  EPA  List  of  Violat¬ 
ing  Facilities: 

c.  He  will  comply  with  all  the  requirements 
of  section  114  of  the  Air  Act  and  section  308 
of  the  Water  Act  relating  to  inspection, 
monitoring,  entry,  reports,  and  information, 
as  well  as  all  other  requirements  specified 
in  section  114  and  section  308  of  the  Air  Act 
and  the  Water  Act,  respectively,  and  all  reg¬ 
ulations  and  guidelines  issued  thereunder; 
and 

d.  He  will  include  or  cause  to  be  Included 
the  provisions  of  this  Section  in  every  non¬ 
exempt  subcontract,  and  that  he  will  take 
such  action  as  the  Government  may  direct 
as  a  means  of  enforcing  such  provisions. 

2.6  Prevailing  wage  rates 7 — a.  Attached 
hereto  and  incorporated  herein  as  Exhibit  D 
Is  a  schedule  of  minimum  rates  of  wages  ap¬ 
plicable  to  this  Agreement. 

b.  All  laborers  and  mechanics  employed  In 
the  construction  of  the  project  shall  be  paid 
unconditionally  and  not  less  often  than  once 
a  week,  and  without  subsequent  deduction 
or  rebate  on  any  account  (except  such  pay¬ 
roll  deductions  as  are  permitted  by  the  regu¬ 
lations  Issued  by  the  Secretary  of  Labor  under 
the  Copeland  Act  (29  CFR  Part  3),  the  full 
amounts  due  at  the  time  of  payment  com¬ 
puted  at  wage  rates  not  less  than  those  con¬ 
tained  in  the  wage  determination  decision  of 
the  Secretary  of  Labor  of  the- United  States, 
which  is  Incorporated  herein,  regardless  of 
any  contractual  relationship  which  may  be 
alleged  to  exist  between  the  Owner  or  any 
subcontractor  and  such  laborers  and  me¬ 
chanics;  and  the  wage  determination  decision 
and  the  Department  of  Labor  Wage  Rate  In¬ 
formation  Poster  shall  be  posted  by  the 
Owner  at  the  site  of  the  work  in  a  prominent 
place  where  It  can  be  easily  seen  by  the  work¬ 
ers.  For  the  purpose  of  this  clause,  contribu¬ 
tions  made  or  costs  reasonably  anticipated 
under  section  1  (b)  (2)  of  the  Davis-Bacon  Act 
on  behalf  of  laborers  or  mechanics  are  con¬ 
sidered  wages  paid  to  such  laborers  or  me¬ 
chanics  subject  to  the  provisions  of  paragraph 
c  of  this  Section.  Also  for  the  purpose  of  this 
clause,  regular  contributions  made  or  costs 
incurred  for  more  than  a  weekly  period  under 
plans,  funds,  or  programs,  but  covering  the 
particular  weekly  period,  are  deemed  to  be 
constructively  made  or  Incurred  during  such 
weekly  period. 

c.  The  Owner  may  consider  as  part  of  the 
wages  of  any  laborer  or  mechanic  the 
amount  of  any  costs  reasonably  anticipated 
in  providing  benefits  under  a  plan  or  pro¬ 
gram  described  In  section  1(b)  (2)  (B)  of  the 
Davis-Bacon  Act,  or  any  bona  fide  fringe 
benefits  not  expressly  listed  In  section  1(b) 
(2)  of  the  Davis-Bacon  Act  or  otherwise  not 
listed  in  the  wage  determination  decision  of 
the  Secretary  of  Labor  which  is  included 
In  this  Agreement,  only  when  the  Secretary  of 
Labor  has  found,  upon  the  written  request 
of  the  Owner,  that  the  applicable  standards 
of  the  Davis-Bacon  Act  have  been  met.  When¬ 
ever  practicable,  the  Owner  should  request 


7  As  used  in  sections  2.6  through  2.11, 
“HUD”  means  the  United  States  of  America 
acting  through  the  Department  of  Housing 
and  Urban  Development.  Strike  sections  2.6 
through  2.11  If  the  project  involves  less  than 
nine  Contract  units. 


the  Secretary  of  Labor  to  make  such  find¬ 
ings  before  the  making  of  the  Agreement.  In 
the  case  of  unfunded  plans  and  programs,  the 
Secretary  of  Labor  may  require  the  Owner  to 
set  aside  in  a  separate  account  assets  for  the 
meeting  of  obligations  under  the  plan  or 
program. 

d.  The  Owner  shall  comply  with  the  Cope¬ 
land  (Anti-Kickback)  Regulations  (29  CFR 
Part  3)  of  the  Secretary  of  Labor  which  are 
herein  incorporated  by  reference. 

e.  Any  class  of  laborers  or  mechanics  (in¬ 
cluding  apprentices  and  trainees)  which  is 
not  listed  in  the  wage  determination  and 
which  is  to  be  employed  under  the  Agree¬ 
ment  shall  be  classified  or  reclassified  con¬ 
formably  to  the  wage  determination.  In  the 
event  that  agreement  cannot  be  reached  on 
the  proper  classification  or  reclassification  of 
a  particular  class  of  laborers  and  mechanics 
(including  apprentices  and  trainees)  to  be 
used,  the  question  will  be  referred  by  HUD 
to  the  Secretary  of  Labor  for  final  determina¬ 
tion. 

f.  Whenever  the  minimum  wage  rate  pre¬ 
scribed  in  the  Agreement  for  a  class  of  labor¬ 
ers  or  mechanics  includes  a  fringe  benefit 
which  Is  not  expressed  as  an  hourly  wage 
rate  and  the  Owner  Is  obligated  to  pay  a 
cash  equivalent  of  such  a  fringe  benefit,  an 
hourly  cash  equivalent  thereof  shall  be  es¬ 
tablished.  In  the  event  that  agreement  can¬ 
not  be  reached  upon  a  cash  equivalent  of 
the  fringe  benefit,  the  question  will  be  re¬ 
ferred  by  HUD  to  the  Secretary  of  Labor  for 
final  determination. 

g.  (1)  (i)  Apprentices  will  be  permitted  to 
work  as  such  only  when  they  are  registered 
individually  under  a  bona  fide  apprenticeship 
program  registered  with  a  State  apprentice¬ 
ship  agency  which  is  recognized  by  the  Bu¬ 
reau  of  Apprenticeship  and  Training,  U.S. 
Department  of  Labor;  or,  if  no  such  recog¬ 
nized  agency  exists  in  a  State,  under  a  pro¬ 
gram  registered  with  the  Bureau  of  Appren¬ 
ticeship  and  Training,  U.S.  Department  of 
Labor.  The  allowable  ratio  of  apprentices  to 
Journeymen  in  any  craft  classification  shall 
not  be  greater  than  the  ratio  permitted  to 
the  Owner  as  to  his  entire  work  force  under 
the  registered  program.  Any  employee  listed 
on  a  payroll  at  an  apprentice  wage  rate,  who 
is  not  a  trainee  as  defined  in  subsection  (b) 
immediately  following  or  is  not  registered  as 
above,  shall  be  paid  the  wage  rate  determined 
by  the  Secretary  of  Labor  for  the  classifica¬ 
tion  of  work  he  actually  performed.  The 
Owner  will  be  required  to  furnish  to  the 
other  party  to  this  Agreement  written  evi¬ 
dence  of  the  registration  of  his  program  and 
apprentices,  as  well  as  of  the  appropriate 
ratios  and  wage  rates  for  the  area  of  con¬ 
struction  prior  to  using  any  apprentices  on 
the  contract  work. 

(11)  Trainees  will  be  permitted  to  work  as 
such  when  they  are  bona  fide  trainees  em¬ 
ployed  pursuant  to  a  program  approved  by 
the  U.S.  Department  of  Labor,  Manpower 
Administration,  Bureau  of  Apprenticeship 
and  Training,  and  where  subsection  (c)  Im¬ 
mediately  following  is  applicable,  in  accord¬ 
ance  with  the  provisions  of  paragraph  g(2) 
of  this  section. 

(ill)  On  contracts  in  excess  of  $10,000  the 
employment  of  all  laborers  and  mechanics, 
including  apprentices  and  trainees,  as  de¬ 
fined  in  29  CFR  5.2(c)  shall  also  be  subject 
to  the  provisions  of  paragraph  g(2)  of  the 
Section.  Apprentices  and  trainees  shall  be 
hired  In  accordance  with  the  provisions  of 
paragraph  g(2). 

(2)  The  Owner  agrees  that: 

(1)  He  will  make  a  diligent  effort  to  hire 
for  the  performance  of  the  Agreement  a  num¬ 
ber  of  apprentices  or  trainees,  or  both,  in 
each  occupation,  which  bears  to  the  average 
number  of  the  Journeymen  in  that  occupa¬ 
tion  to  be  employed  in  the  performance  of 
the  Agreement  the  applicable  ratio  as  de¬ 
termined  by  the  Secretary  of  Labor; 
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(li)  He  will  assure  that  25  percent  of  such 
apprentices  or  trainees  In  such  occupation 
are  in  their  first  year  of  training,  where 
feasible.  Feasibility  here  involves  a  considera¬ 
tion  of  (A)  the  availability  of  training  op¬ 
portunities  for  first  year  apprentices,  OB) 
the  hazardous  nature  of  the  work  for  begin¬ 
ning  workers,  (C)  excessive  unemployment 
of  apprentices  in  their  second  and  subse¬ 
quent  years  of  training; 

(ill)  During  the  performance  of  the 
Agreement  he  will,  to  the  greatest  extent  pos¬ 
sible,  employ  the  number  of  apprentices  or 
trainees  necessary  to  meet  currently  the  re¬ 
quirements  of  (i)  and  (il)  Immediately  pro¬ 
ceeding; 

(lv)  He  will  maintain  records  of  employ¬ 
ment  by  trade  of  the  number  of  apprentices 
and  trainees,  apprentices  and  trainees  by 
first  year  of  training,  and  of  Journeymen,  and 
the  wages  paid  and  hours  of  work  of  such 
apprentices,  trainees  and  Journeymen;  and  he 
will  make  these  records  available  for  inspec¬ 
tion  upon  request  of  the  Department  of 
Labor  and  HUD; 

(v)  If  he  claims  compliance  based  on  the 
criterion  stated  in  29  CFR  5a.4(b),  he  will 
maintain  records  of  employment,  as  described 
in  the  immediately  preceding  paragraph,  on 
non -Federal  and  nonfederally  assisted  con¬ 
struction  work  done  during  the  performance 
of  the  contract  in  the  same  labor  market 
area;  and  he  will  make  these  records  avail¬ 
able  for  inspection  upon  request  of  the  De¬ 
partment  of  Labor  and  HUD; 

(vi)  He  will  supply  one  copy  of  the  writ¬ 
ten  notices  required  in  accordance  with  29 
CFR  6a.4(c)  at  the  request  of  Government 
compliance  officers,  and  will  supply  at  three- 
month  Intervals  during  the  performance  of 
the  Agreement  and  after  completion  of 
Agreement  performance  a  statement  describ¬ 
ing  steps  taken  toward  making  a  diligent 
effort  and  containing  a  breakdown  by  craft, 
of  hours  worked  and  wages  paid  for  first  year 
apprentices  and  trainees;  other  apprentices 
and  trainees,  and  Journeymen.  One  copy  of 
the  statement  will  be  sent  to  HUD  and  one 
to  the  Secretary  of  Labor. 

2.7  Submittal  of  payrolls  and  related  re¬ 
ports — a.  Payrolls  and  basic  records  relating 
thereto  shall  be  maintained  during  the 
course  of  the  work  and  preserved  for  a  period 
of  three  years  thereafter  for  all  laborers  and 
mechanics  employed  in  the  construction  of 
the  project.  Such  records  shall  contain  the 
name  and  address  of  each  such  employee,  his 
correct  classification,  rates  of  pay  (including 
rates  of  contributions  or  costs  anticipated  of 
the  types  described  in  section  1(b)  (2)  of  the 
Davls-Bacon  Act) ,  dally  and  weekly  number 
of  hours  worked,  deductions  made,  and  actual 
wages  paid.  Whenever  the  Secretary  of  Labor 
has  found  under  section  2.6c  that  the  wages 
of  any  laborer  or  mechanic  include  the 
amount  of  any  costs  reasonably  anticipated 
In  providing  benefits  under  a  plan  or  pro¬ 
gram  described  in  section  1(b)  (2)  (B)  of  the 
Davls-Bacon  Act,  the  Owner  shall  maintain 
records  which  show  that  the  commitment  to 
provide  such  benefits  is  enforceable,  that  the 
plan  or  program  is  financially  responsible, 
and  that  the  plan  or  program  has  been  com¬ 
municated  in  writing  to  the  laborers  or  me¬ 
chanics  affected,  and  records  which  show  the 
costs  anticipated  or  the  actual  cost  incurred 
in  providing  such  benefits. 

b.  The  Owner  shall  submit  weekly  to  the 
other  party  to  this  Agreement  such  copies 
and  summaries  of  all  his  payrolls  and  those 
of  each  of  his  subcontractors  as  such  other 
party  may  require.  Each  payroll  and  sum¬ 
mary  shall  be  accompanied  by  a  statement 
signed  by  the  employer  or  his  agent  indicat¬ 
ing  that  the  payrolls  are  correct  and  com¬ 
plete,  that  the  wage  rates  contained  therein 
are  not  less  than  those  determined  by  the 
Secretary  of  Labor,  and  that  the  classifica¬ 
tions  set  forth  for  each  laborer  or  mechanic 


oonform  with  the  work  he  performed.  A  sub¬ 
mission  of  a  “Weekly  Statement  of  Compli¬ 
ance,**  which  is  required  under  this  Agree¬ 
ment  and  the  Copeland  Regulations  of  the 
Secretary  of  Labor  (29  CFR  Part  3),  and  the 
filing  with  the  initial  payroll  or  any  subse¬ 
quent  payroll  of  a  copy  of  any  findings  by  the 
Secretary  of  Labor  under  section  2.6c  shall 
satisfy  this  requirement.  The  Owner  shall 
make  the  records  required  under  the  labor 
standards  clauses  of  this  Agreement  available 
for  inspection  by  authorized  representatives 
of  HUD  and  the  Department  of  Labor,  and 
will  permit  such  representatives  to  interview 
employees  during  working  hours  on  the  Job. 

c.  The  Owner  shall  also  furnish  to  the 
other  parties  to  this  Agreement  any  other  in¬ 
formation  or  certifications  relating  to  em¬ 
ployees  in  such  form  as  such  other  party  may 
request. 

2.8  Disputes  concerning  wage  rates  and 
classifications  of  labor — a.  All  disputes  con¬ 
cerning  prevailing  wage  rates  or  classifica¬ 
tions  arising  under  this  Agreement  involving 
(1)  significant  sums  of  money,  (2)  large 
groups  of  employees,  or  (3)  novel  or  unusual 
situations  shall  be  promptly  reported  to  HUD 
for  decision  or,  at  the  option  of  HUD,  re¬ 
ferral  to  the  Secretary  of  Labor  of  the  United 
States.  The  decision  of  HUD  or  the  Secretary 
of  Labor,  as  the  case  may  be,  shall  be  final. 

b.  All  questions  arising  under  this  Agree¬ 
ment  relating  to  the  application  or  interpre¬ 
tation  of  the  Copeland  (Anti-Kickback)  Act 
shall  be  referred  to  the  Secretary  of  Labor  of 
the  United  States  for  ruling  or  interpretation, 
and  such  ruling  or  interpretation  shall  be 
final. 

2.9  Wage  claims  and  adjustments.  In  cases 
of  underpayment  of  salaries  or  wages  to  any 
laborers  or  mechanics  (Including  apprentices 
and  trainees)  by  the  Owner  (or  any  of  his 
subcontractors) ,  the  Owner  shall  be  required 
to  place  an  amount  in  escrow,  as  determined 
by  HUD,  sufficient  to  pay  persons  employed 
on  the  work  covered  by  the  Agreement  the 
difference  between  the  salaries  or  wages  actu¬ 
ally  paid  such  employees  for  the  total  num¬ 
ber  of  hours  worked,  and  the  amounts  with¬ 
held  may  be  disbursed  by  HUD  for  and  on 
account  of  the  Owner  or  the  subcontractor 
to  the  respective  employees  to  whom  they  are 
due. 

2.10  Contract  Work  Hours  and  Safety 
Standards  Act — overtime  compensation — a. 
Neither  the  Owner  nor  any  subcontractor 
contracting  for  any  part  of  the  work  which 
may  require  or  involve  the  employment  of 
laborers  or  mechanics  shall  require  or  permit 
any  laborer  or  mechanic  in  any  workweek  in 
which  he  is  employed  on  such  work  to  work 
in  excess  of  forty  hours  in  such  workweek 
unless  such  laborer  or  mechanic  receives 
compensation  at  a  rate  not  less  than  one  and 
one-half  times  his  basic  rate  of  pay  for  all 
hours  worked  in  excess  of  eight  hours  in  any 
calendar  day  or  in  excess  of  forty  hours  in 
any  such  workweek,  as  the  case  may  be. 

b.  In  the  event  of  any  violation  of  the 
clause  set  forth  in  paragraph  a  of  this  Sec¬ 
tion,  the  Owner  and  any  subcontractor  re¬ 
sponsible  therefor  shall  be  liable  to  any 
affected  employee  for  his  unpaid  wages.  In 
addition,  such  Owner  and  subcontractor  shall 
be  liable  to  the  United  States  for  liquidated 
damages.  Such  liquidated  damages  shall  be 
computed,  with  respect  to  each  individual 
laborer  or  mechanic  employed  in  violation  of 
the  clause  set  forth  in  paragraph  a  of  this 
Section,  in  the  sum  of  310  for  each  calendar 
day  on  which  such  employee  was  required  or 
permitted  to  work  in  excess  of  eight  hours 
or  in  excess  of  the  standard  workweek  of 
forty  hours  without  payment  of  the  overtime 
wages  required  by  the  clause  set  forth  In 
paragraph  a. 

c.  The  Owner  shall  deposit  in  escrow  Buch 
amounts  determined  by  HUD  to  be  necessary 
to  satisfy  any  liability  of  the  Owner  or  any 


subcontractor  for  liquidated  damages  as  pro¬ 
vided  in  paragraph  b  of  this  Section. 

2.11  Termination;  debarment;  subcon¬ 
tracts. — a.  A  breach  of  the  provisions  of  the 
foregoing  sections  28,  2.7,  2.8,  2.9,  and  2.10 
may  be  grounds  for  termination  of  this 
Agreement  and  for  debarment  as  provided 
in  29  CFR  5.6. 

b.  The  Owner  shall  insert  in  any  subcon¬ 
tracts  section  2.6  (and  with  respect  to  sec¬ 
tion  2.6g(2) ,  copies  of  29  CFR  5a.4,  6a.5,  6a.6, 
and  5a.7  shall  be  attached),  2.7,  28,  2.9, 
2.10,  and  2.11a,  and  also  a  clause  requiring 
the  subcontractors  to  include  these  sections 
In  any  lower  tier  subcontract  which  they  may 
enter  into,  together  with  a  clause  requiring 
this  Insertion  in  any  further  subcontracts 
that  may  in  turn  be  made. 

2.12  Disputes. — a.  Except  as  otherwise 
provided  herein,  any  dispute  concerning  a 
question  of  fact  arising  under  this  Agree¬ 
ment  which  is  not  disposed  of  by  agreement 
between  the  Department  of  Housing  and 
Urban  Development  field  office  and  the 
Owner  may  be  submitted  by  the  Owner  to 
the  Secretary  of  Housing  and  Urban  De¬ 
velopment.  The  decision  of  the  Secretary 
or  his  duly  authorized  representative  for 
the  resolution  of  such  disputes  shall  be 
final  and  conclusive,  unless  determined  by  a 
court  of  competent  jurisdiction  to  have  been 
fraudulent,  or  capricious,  or  arbitrary,  or  so 
grossly  erroneous  as  necessarily  to  imply  bad 
faith,  or  not  supported  by  substantial  evi¬ 
dence.  In  connection  with  any  proceeding 
under  this  Section,  the  Owner  shall  be 
afforded  an  opportunity  to  be  heard  and  to 
offer  evidence  in  support  of  his  position. 

b.  This  section  does  not  preclude  con¬ 
sideration  of  questions  of  law  in  connection 
with  the  decision  rendered  under  paragraph 
a  of  this  section;  Provided,  however,  that 
nothing  herein  shall  be  construed  as  making 
final  the  decision  of  any  administrative  of¬ 
ficial,  representative,  or  board  on  a  question 
of  law. 

2.13  Interest  of  members,  officers,  or  em¬ 
ployees  of  public  housing  agency,  members 
of  local  governing  body,  or  other  public  of¬ 
ficials. — No  member,  officer,  or  employee  of 
the  Public  Housing  Agency  (“PHA’’),  no 
member  of  the  governing  body  of  the  locality 
(city  and  county)  in  which  the  project  is 
situated,  no  member  of  the  governing  body 
of  the  locality  in  which  the  PHA  was  ac¬ 
tivated,  and  no  other  public  official  or  such 
locality  or  localities  who  exercises  any  func¬ 
tions  or  responsibilities  with  respect  to  the 
project,  during  his  tenure  or  for  one  year 
thereafter,  shall  have  any  Interest,  direct  or 
indirect,  in  this  Agreement  or  in  any  pro¬ 
ceeds  or  benefits  arising  therefrom. 

2.14  Interest  of  member  of  or  delegate 
to  Congress. — No  member  of  or  delegate  to 
the  Congress  of  the  United  States  of  America 
or  resident  commissioner  shall  be  admitted 
to  any  share  or  part  of  this  Agreement  or  to 
any  benefits  which  may  arise  therefrom. 

2.16  Nonassignability. — a.  The  Owner 
agrees  that  he  has  not  made  and  will  not 
make  any  sale,  assignment,  or  conveyance  or 
transfer  in  any  other  form,  of  this  Agree¬ 
ment  or  the  project  or  any  part  thereof  or 
any  of  his  Interest  therein,  without  the  prior 
consent  of  the  Government;  Provided,  how¬ 
ever,  that  in  the  case  of  an  assignment  as 
security  for  the  purpose  of  obtaining  financ¬ 
ing  of  the  project,  the  Government  shall  con¬ 
sent  in  writing  if  the  terms  of  the  financing 
have  been  approved  by  the  Government.  An 
assignment  by  the  Owner  to  a  limited  part¬ 
nership  of  which  the  Owner  is  the  sole  gen¬ 
eral  partner  shall  not  be  considered  an  as¬ 
signment  herein. 

b.  The  Owner  agrees  that  he  will  not 
change  to  a  different  rehabfiltator  from  the 
one  named  in  the  preamble  of  this  Agree- 
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ment,  except  with  the  prior  consent  of  the 
Government. 

c.  The  Owner  agrees  that  the  approved  re¬ 
hab  11  itator  has  not  made,  and  will  not  make, 
except  with  the  prior  consent  of  the  Gov¬ 
ernment,  any  assignment  or  transfer  In  any 
form  of  the  rehabilltator’s  contract  to  con¬ 
struct  the  project,  or  of  any  part  thereof, 
or  any  of  the  rehabllltator’B  Interests  therein. 

d.  The  Owner  agrees  to  notify  the  Gov¬ 
ernment  promptly  of  any  proposed  action 
covered  by  paragraph  a  or  b  or  c  of  this 
section.  The  Owner  further  agrees  to  request 
the  written  consent  of  the  Government  In 
regard  thereto,  except  In  the  case  of  an  as¬ 
signment  as  security  as  provided  In  para¬ 
graph  a  of  this  section. 

e.  For  the  purpose  of  this  section,  a  trans¬ 
fer  of  stock  In  the  Owner  or  rehabllltator 
In  whole  or  In  part,  by  a  party  holding  ten 
percent  or  more  of  the  stock  of  said  Owner 
or  rehabilltator,  or  a  transfer  by  more  than 
one  stockholder  or  the  owner  of  10  percent 
or  more  of  the  stock  of  said  Owner,  or  any 
other  similarly  significant  change  In  the 
ownership  of  such  stock  or  In  the  relative 
distribution  thereof,  or  with  respect  to  the 
parties  In  control  of  the  Owner  or  rehablllta¬ 
tor  or  the  degree  thereof,  by  any  other 
method  or  means,  whether  by  Increased  cap¬ 
italization,  merger  with  another  corporation, 
corporate  or  other  amendments.  Issuance  of 
new  or  additional  stock  or  classification  of 
stock  or  otherwise,  shall  be  deemed  an  as¬ 
signment,  conveyance,  or  transfer  with  re¬ 
spect  to  this  Agreement,  the  project  or  the 
rehabilitation  contract.  With  respect  to  this 
provision,  the  Owner,  and  the  party  signing 
this  Agreement  on  behalf  of  said  Owner, 
represent  that  they  have  the  authority  of  all 
of  the  existing  stockholders  of  the  Owner 
to  agree  to  this  provision  on  behalf  of  said 
stockholders  and  to  bind  them  with  respect 
thereto. 

Appendix  n — Housing  Assistance  Payments 
Contract — Substantial  Rehabilitation — 
Private- Owner  or  PHA-Owner  Project 

SECTION  8  HOUSING  ASSISTANCE  PAYMENTS 
PROGRAM 

Part  I 

This  Housing  Assistance  Payments  Con¬ 
tract  (“Contract**)  is  entered  Into  by  and 
between  the  United  States  of  America  acting 
through  the  Department  of  Housing  and  Ur¬ 
ban  Development  (“Government”),  and 

_  ("Owner”),  pursuant  to  the 

United  States  Housing  Act  of  1937  (“Act”), 
42  Ufl.C.  1437,  et  seq„  and  the  Department 
of  Housing  and  Urban  Development  Act,  42 
U.S.C.  3531,  et  seq. 

The  parties  hereto  agree  as  follows: 

1.1  Contents  of  contract.  This  Contract 
consists  of  Part  I,  Part  II,  and  the  following 
exhibits: 

Exhibit  A:  The  schedule  showing  the  num¬ 
ber  of  units  by  size  (“Contract  Units”)  and 
their  applicable  rents  ("Contract  Rents”); 
Exhibit  B:  The  Project  Description; 

Exhibit  C:  The  statement  of  services,  main¬ 
tenance  and  utilities  to  be  provided  by 
Owner; 

Exhibit  D:  The  Affirmative  Fair  Housing 
Marketing  Plan,  If  applicable;  and 
Additional  exhibits:  [Specify  additional 
exhibits,  if  any.  If  none.  Insert  "None.”] 

This  Contract,  Including  said  exhibits, 
comprises  the  entire  agreement  between  the 
parties  hereto,  and  neither  party  Is  bound 
by  any  representations  or  agreements  of  any 
kind  except  as  contained  herein. 

1.2  Owner1*  warranties — a.  Legal  Capac¬ 
ity.  The  Owner  warrants  that  he  has  the 
legal  right  to  execute  this  Contract  and  to 
lease  dwelling  units  covered  by  this  Con¬ 
tract. 


b.  Completion  of  Work.  The  Owner  war¬ 
rants  that  the  project  as  described  In  Ex¬ 
hibit  B  is  in  good  and  tenan table  condition 
and  that  all  work  has  been  completed  In 
accordance  with  the  terms  and  conditions  of 
the  Agreement  to  Enter  Into  Housing  As¬ 
sistance  Payments  Contract  (“Agreement”) 
or  will  be  completed  In  accordance  with  the 
terms  on  which  the  project  was  accepted. 
The  Owner  further  warrants  that  he  will 
remedy  any  defects  or  omissions  covered  by 
this  warranty  If  called  to  his  attention  with¬ 
in  12  months  of  the  effective  date  of  the 
Contract. 

1.3  Families  to  be  housed;  government  as¬ 
sistance — a.  Families  to  be  Housed.  The  Con¬ 
tract  Units  are  to  be  leased  by  the  Owner  to 
eligible  lower-income  families  (“Families”) 
for  use  and  occupancy  by  such  Families 
solely  as  private  dwellings. 

b.  Government  Assistance.  The  Govern¬ 
ment  hereby  agrees  to  make  housing  assist¬ 
ance  payments  on  behalf  of  Families  for  the 
Contract  Units,  to  enable  such  Families  to 
lease  Decent,  Safe,  and  Sanitary  housing 
pursuant  to  section  8  of  the  Act.  Such  hous¬ 
ing  assistance  payments  shall  equal  the  dif¬ 
ference  between  the  Contract  Rents  for  units 
leased  by  Families  and  the  portion  of  such 
rents  payable  by  Families  as  determined  by 
the  Owner  In  accordance  with  schedules  and 
criteria  established  by  the  Government. 

1.4  Term  of  contract;  fiscal  year — a.  Term 

of  Contract.  The  Initial  term  of  this  Con¬ 
tract  shall  be  _  years  (not  to 

exceed  five  years)  beginning  with  the  effec¬ 
tive  date  of  this  Contract  and  ending _ 

_ _  19 _ This  Contract  may  be  renewed, 

at  the  sole  option  of  the  Owner,  for _ 

additional  term(s)  of _ years  each  (not 

to  exceed  five  years  each) ,  provided  that  the 
total  Contract  term  for  any  unit.  Including 

renewals,  shall  not  exceed _ years.  [Insert 

number  as  specifically  authorized  by  the 
Government,  but  In  no  event  more  than  20 
years,  or  40  years  In  the  case  of  a  project 
owned  by,  or  financed  by  a  loan  or  a  loan 
guarantee  from,  a  State  or  local  agency.]  Re¬ 
newal  shall  be  automatic  unless  the  Owner 
notifies  the  Government,  no  later  than  60 
days  prior  to  the  expiration  of  the  current 
term,  of  his  Intention  not  to  renew.  If  the 
project  Is  accepted  In  stages,  the  dates  for 
the  Initial  term  and  renewal  terms  shall  be 
separately  related  to  the  units  In  each  stage; 
Provided,  however.  That  the  total  Contract 
term  for  the  units  in  all  the  stages,  counting 
from  the  effective  date  of  the  Contract  with 
respect  to  the  first  stage,  shall  not  exceed 
the  total  Contract  term  specified  In  the  sec¬ 
ond  sentence  of  this  paragraph  a,  plus  two 
years. 

b.  Fiscal  Year.  The  Fiscal  Year  for  the  proj¬ 
ect  shall  be  the  12-month  period  ending  on 
- [Insert  March  31,  June  30,  Sep¬ 
tember  30,  or  December  31,  as  determined  by 
the  Government]  of  each  calendar  year; 
Provided,  however,  That  the  first  Fiscal  Year 
for  the  project  shall  be  the  period  beginning 
with  the  effective  date  of  the  Contract  and 
ending  on  the  last  day  of  said  established 
Fiscal  Year  which  Is  not  less  than  12  months 
after  such  effective  date.  If  the  first  Fiscal 
Year  exceeds  12  months,  the  maximum  total 
annual  housing  assistance  payment  In  sec¬ 
tion  1.5a  may  be  adjusted  by  the  addition  of 
the  pro  rata  amount  applicable  to  the  period 
of  operation  In  excess  of  12  months. 

1.6  Maximum  housing  assistance  commit¬ 
ment;  project  reserve — a.  Maximum  Housing 
Assistance  Commitment.  Notwithstanding 
any  other  provisions  of  this  Contract  (other 
than  paragraph  b  of  this  Section)  or  any 
provisions  of  any  other  contract  between  the 
Government  and  the  Owner,  the  Government 
shall  not  be  obligated  to  make  and  shall  not 
make  any  housing  assistance  payments  under 
this  Contract  in  excess  of  8 _ per  an¬ 

num;  Provided,  however,  that  this  amount 


shall  be  reduced  commensurate  with  any 
reduction  in  the  number  of  units  under 
this  Contract. 

b.  Project  Reserve.  A  project  account  shall 
be  established  and  maintained.  In  an  amount 
as  determined  by  the  Government  consistent 
with  Its  responsibilities  under  section  8(c) 

(6)  of  the  Act,  out  of  amounts  by  which  the 
maximum  Contract  commitment  stated  In 
paragraph  a  of  this  Section  exceeds  amounts 
paid  under  this  Contract  for  any  Fiscal  Year. 
This  account  shall  be  established  and  main¬ 
tained  by  the  Government  as  a  specifically 
Identified  and  segregated  account.  To  the  ex¬ 
tent  funds  are  available  In  said  account, 
the  maximum  total  annual  housing  assist¬ 
ance  payments  for  any  Fiscal  Year  may  exceed 
the  maximum  amount  stated  In  paragraph 
a  of  this  section  to  cover  Increases  In  Con¬ 
tract  Rents  or  decreases  In  Family  Incomes 
(see  section  1.8).  Any  amount  remaining  In 
said  account  after  payment  of  the  last  hous¬ 
ing  assistance  payment  with  respect  to  the 
project  shall  be  applied  by  the  Government 
as  a  receipt  In  accordance  with  section  10(b) 
of  the  Act. 

1.6  Housing  assistance  payments  to  own¬ 
ers — a.  General.  Housing  assistance  payments 
shall  be  paid  to  the  Owner  for  units  under 
lease  by  Families  In  accordance  with  the  Con¬ 
tract.  The  housing  assistance  payment  will 
pay  the  Owner  the  difference  between  the 
Contract  Rent  and  that  portion  of  said  rent 
payable  by  the  Family  as  determined  In  ac¬ 
cordance  with  the  Government-established 
schedules  and  criteria.  The  amount  of  hous¬ 
ing  assistance  payment  payable  on  behalf 
of  a  Family  and  the  amount  of  rent  payable 
by  such  Family  shall  be  subject  to  change  by 
reason  of  changes  in  Family  Income,  Family 
composition,  extent  of  exceptional  medical 
or  other  unusual  expenses,  or  by  reason  of 
adjustment  by  the  Government  of  any  appli¬ 
cable  Allowance  for  Utilities  and  Other  Serv¬ 
ices.  Any  such  change  shall  be  determined  in 
accordance  with  the  Government-established 
schedules  and  criteria,  and  shall  be  effective 
as  of  the  date  stated  in  a  notification  of  such 
change  to  the  Family. 

b.  Vacancies  During  Rent-up.  If  a  Con¬ 
tract  Unit  is  not  leased  as  of  the  effective 
date  of  the  Contract,  the  Owner  shall  be 
entitled  to  housing  assistance  payments  In 
the  amount  of  70  percent  of  the  Contract 
Rent  for  the  unit  for  a  vacancy  period  not 
exceeding  60  days  from  the  effective  date 
of  the  Contract:  Provided,  That  the  Owner 

(1)  commenced  marketing  and  otherwise 
complied  with  section  1 ,3b  of  the  Agreement, 

(2)  has  taken  and  continues  to  take  all 
feasible  actions  to  fill  the  vacancy.  Including, 
but  not  limited  to,  contacting  applicants  on 
his  waiting  list,  requesting  the  Public  Hous¬ 
ing  Agency  (“PHA”)  and  other  appropriate 
sources  to  refer  eligible  applicants,  and  ad¬ 
vertising  the  availability  of  the  units,  and 

(3)  has  not  rejected  any  eligible  applicant, 
except  for  good  cause  acceptable  to  the  Gov¬ 
ernment. 

c.  Vacancies  After  Rent-up — (1)  If  a 
Family  vacates  Its  unit  (other  than  as  a  re¬ 
sult  of  action  by  the  Owner  which  Is  In  vio¬ 
lation  of  the  Lease  or  the  Contract  or  any 
applicable  law) ,  the  Owner  shall  receive 
housing  assistance  payments  in  the  amount 
of  70  percent  of  the  Contract  Rent  for  a 
vacancy  period  not  exceeding  60  days;  Pro¬ 
vided,  however.  That  If  the  Owner  collects 
any  of  the  Family’s  share  of  the  rent  for  this 
period  In  an  amount  which,  when  added 
to  the  70  percent  payments,  results  in  more 
than  the  Contract  Rent,  such  excess  shall 
be  payable  to  the  Government  or  as  the  Gov¬ 
ernment  may  direct.  (See  also  section  1.9b.) 
The  Owner  shall  not  be  entitled  to  any  pay¬ 
ment  under  this  subparagraph  unless  he:  (1) 
Immediately  upon  learning  of  the  vacancy, 
has  notified  the  Government  of  the  vacancy 


FEDERAL  REGISTER,  VOL.  39,  NO.  227 — FRIDAY,  NOVEMBER  22,  1974 


41080 


PROPOSED  RULES 


or  prospective  vacancy  and  the  reasons  for 
the  vacancy,  and  (li)  has  taken  and  con¬ 
tinues  to  take  the  actions  specified  in  para¬ 
graphs  b(2)  and  b(3)  of  this  section. 

(2)  If  the  Owner  proposes  to  evict  a 
Family,  he  shall  not  be  entitled  to  any  pay¬ 
ment  under  paragraph  c(l)  of  this  section 
unless  the  request  for  such  payment  is  sup¬ 
ported  by  a  certification  that  (1)  he  has 
given  such  Family  a  written  notice  of  the 
proposed  eviction,  stating  the  grounds  and 
advising  the  Family  that  it  has  10  days 
within  which  to  present  its  objections  to  the 
Owner  in  writing  or  in  person  and  (11)  the 
proposed  eviction  is  not  in  violation  of  the 
Lease  or  the  Contract  or  any  applicable  law. 

d.  Limitation  on  Payments  for  Vacant 
Units.  The  Owner  shall  not  be  entitled  to 
housing  assistance  payments  with  respect  to 
vacant  units  under  this  Section  to  the  extent 
he  is  entitled  to  payments  from  other 
sources  (e.g.,  payments  for  losses  of  rental 
income  incurred  for  holding  units  vacant 
for  relocatees  pursuant  to  Title  I  of  the 
Housing  and  Community  Development  Act 
of  1974  or  payments  under  section  1.9b  of 
this  Contract) . 

e.  Government  Not  Obligated  for  Family 
Rent.  The  Government  has  not  assumed  any 
obligation  for  the  amount  of  rent  payable 
by  any  Family  or  the  satisfaction  of  any 
claim  by  the  Owner  against  any  Family  other 
than  in  accordance  with  section  1.9b  of  this 
Contract.  The  financial  obligation  of  the 
Government  is  limited  to  making  housing 
assistance  payments  on  behalf  of  Families  in 
accordance  with  this  Contract. 

f.  Owner’s  Monthly  Requests  for  Pay¬ 
ments — (1)  The  Owner  shall  submit  monthly 
requests  to  the  Government  for  housing  as¬ 
sistance  payments.  Each  such  request  shall 
set  forth:  (i)  The  name  of  each  Family  and 
the  address  and/or  number  of  the  unit  leased 
by  the  Family;  (ii)  the  address  and/or  num¬ 
ber  of  units,  If  any,  not  leased  to  Families  for 
which  the  Owner  is  claiming  payments;  (ill) 
the  Contract  Rent  as  set  forth  in  Exhibit  A 
for  each  unit  for  which  the  Owner  is  claim¬ 
ing  payments;  (lv)  the  amount  of  rent  pay¬ 
able  by  the  Family  leasing  the  unit;  and  (v) 
the  total  amount  of  housing  assistance  pay¬ 
ments  requested  by  the  Owner. 

(2)  If  the  Owner  has  received  an  excessive 
payment,  the  Government,  in  addition  to  any 
other  rights  to  recovery,  may  deduct  the 
amount  from  any  subsequent  payment  or 
payments. 

(3)  The  statement  set  forth  in  each  of  the 
Owner’s  monthly  requests  for  housing  as¬ 
sistance  payments  shall  be  made  subject  to 
penalty  under  18  UJ3.0. 1001,  which  provides, 
among  other  things,  that  whoever  knowingly 
and  willfully  makes  or  uses  a  document  or 
writing  containing  any  false,  fictitious,  or 
fraudulent  statement  or  entry,  in  any  mat¬ 
ter  within  the  jurisdiction  of  any  depart¬ 
ment  or  agency  of  the  United  States,  shall  be 
fined  not  more  than  $10,000  or  imprisoned 
tor  not  more  than  five  years,  or  both. 

1.7  Maintenance,  operation  and  inspec¬ 
tion — a.  Maintenance  and  Operation.  The 
Owner  agrees  (1)  to  maintain  and  operate 
the  Contract  Units  and  related  facilities  so 
as  to  provide  Decent,  Safe,  and  Sanitary 
housing,  and  (2)  to  provide  all  the  services, 
maintenance  and  utilities  set  forth  in  Ex¬ 
hibit  C.  If  the  Government  determines  that 
the  Owner  is  not  meeting  any  of  these  ob¬ 
ligations,  the  Government  shall  have  the 
right.  In  addition  to  Its  other  rights  and 
remedies  under  this  Contract,  to  abate  hous¬ 
ing  assistance  payments  in  whole  or  in  part. 

b.  Inspection — (1)  Prior  to  occupancy  of 
any  unit  by  a  Family,  the  Owner  and  the 
Family  shall  Inspect  the  unit  and  both  shall 
certify,  on  the  form  prescribed  by  the  Gov¬ 
ernment,  that  they  have  Inspected  the  unit 
and  have  determined  It  to  be  Decent,  Safe, 


and  Sanitary  In  accordance  with  the  criteria 
provided  In  the  prescribed  form. 

(2)  The  Government  shall  inspect  or  cause 
to  be  Inspected  each  Contract  Unit  and  re¬ 
lated  facilities  at  least  annually  and  at  such 
other  times  (including  prior  to  initial  oc¬ 
cupancy  of  any  unit)  as  the  Government 
may  determine  to  be  necessary  to  assure 
that  the  Owner  is  meeting  his  obligation  to 
maintain  the  units  in  Decent,  Safe,  and  San¬ 
itary  condition  and  to  provide  the  agreed 
upon  utilities  and  other  services.  The  Gov¬ 
ernment  shall  take  into  account  complaints 
by  occupants  and  any  other  information 
coming  to  its  attention  in  scheduling  inspec¬ 
tions. 

c.  Units  Not  Decent,  Safe,  and  Sanitary.  If 
the  Government  notifies  the  Owner  that  he 
has  failed  to  maintain  a  dwelling  unit  In 
Decent,  Safe,  and  Sanitary  condition  and 
the  Owner  fails  to  take  corrective  action 
within  the  time  prescribed  In  the  notice,  the 
Government  may  exercise  any  of  its  rights 
or  remedies  under  the  Contract,  Including 
abatement  of  housing  assistance  payments, 
even  If  the  Family  continues  to  occupy  the 
unit.  If,  however,  the  Family  wishes  to  be 
rehoused  in  another  dwelling  unit  with  sec¬ 
tion  8  assistance  and  the  Government  does 
not  have  other  section  8  funds  for  Buch  pur¬ 
poses,  the  Government  may  use  the  abated 
housing  assistance  payments  for  the  purpose 
of  rehousing  the  Family  in  another  dwelling 
unit.  Where  this  is  done,  the  Owner  shall  be 
notified  that  he  will  be  entitled  to  resump¬ 
tion  of  housing  assistance  payments  for  the 
vacated  dwelling  unit  if — 

(1)  The  unit  is  restored  to  Decent,  Safe, 
and  Sanitary  condition,  (2)  the  Family  is 
willing  to  and  does  move  back  into  the  re¬ 
stored  unit,  and  (3)  a  deduction  is  made 
for  the  expenses  incurred  by  the  Family  for 
both  moves. 

d.  Notification  of  Abatement.  Any  abate¬ 
ment  of  housing  assistance  payments  shall 
be  effective  as  provided  in  written  notifica¬ 
tion  to  the  Owner.  The  Government  shall 
promptly  notify  the  Family  of  any  such 
abatement. 

e.  Overcrowded  and  Underoccupied  Units. 
If  the  Government  determines  that  a  Con¬ 
tract  Unit  is  not  Decent,  Safe,  and  Sanitary 
by  reason  of  overcrowding,  or  that  a  Contract 
unit  is  larger  than  appropriate  for  the  size 
of  the  Family  in  occupancy,  housing  assist¬ 
ance  payments  with  respect  to  such  unit  will 
not  be  abated,  unless  the  Owner  falls  to  offer 
the  Family  a  suitable  unit  as  soon  as  one 
becomes  vacant  and  ready  for  occupancy. 
In  the  case  of  an  overcrowded  unit,  If  the 
Owner  does  not  have  any  suitable  units  or  if 
no  vacancy  of  a  suitable  unit  occurs  within 
a  reasonable  time,  the  Government  will  assist 
the  Family  in  finding  a  suitable  dwelling  unit 
and  require  the  Family  to  move  to  such  a 
unit  as  soon  as  possible.  The  Owner  may 
receive  housing  assistance  payments  for  the 
vacated  unit  if  he  complies  with  the  require¬ 
ments  of  section  1 .6c(  1 ) . 

1.8  Rent  adjustments — a.  Funding  of  Ad¬ 
justments.  Housing  assistance  payments  will 
be  made  in  increased  amounts  commen¬ 
surate  with  Contract  Rent  adjustments  un¬ 
der  this  Section  up  to  the  maximum  total 
annual  housing  assistance  payments  com¬ 
mitted  under  section  1.6a  of  this  Contract. 
The  provisions  of  this  Contract  are  designed 
(by  providing  for  maximum  total  annual 
commitments  in  excess  of  the  amounts  re¬ 
quired  at  the  time  of  the  initial  rental  of 
dwelling  units  and  by  setting  aside  such 
excess  amounts  in  a  project  reserve)  to  assure 
that  housing  assistance  payments  will  be 
increased  on  a  timely  basis  to  cover  increases 
In  Contract  Rents  or  decreases  in  Family  In¬ 
comes.  The  Government  will  take  such  addi¬ 
tional  steps  authorized  by  section  8(c)  (6) 
of  the  Act  as  may  be  necessary  to  carry  out 


this  assurance,  including  (as  provided  ih  that 
section)  "the  reservation  of  annual  contri¬ 
butions  authority  for  the  purpose  of  amend¬ 
ing  housing  assistance  contracts  or  the  allo¬ 
cation  of  a  portion  of  new  authorizations  for 
the  purpose  of  amending  housing  assistance 
contracts.” 

b.  Automatic  Annual  Adjustments — (l) 
Automatic  Annual  Adjustment  Factors  will 
be  determined  by  the  Government  at  least 
annually;  lifter im  revisions  may  be  made  as 
market  conditions  warrant.  Such  Factors  and 
the  basis  for  their  determination  will  be 
published  in  the  Federal  Register.  These  pub¬ 
lished  Factors  will  be  reduced  appropriately 
by  the  Government  where  utilities  are  paid 
directly  by  the  Families. 

(2)  On  each  anniversary  date  of  the  Con¬ 
tract,  the  Contract  Rents  shall  be  adjusted 
by  applying  the  applicable  Automatic  An¬ 
nual  Adjustment  Factor  most  recently  pub¬ 
lished  by  the  Government.  Contract  Rents 
may  be  adjusted  upward  or  downward,  as 
may  be  appropriate;  however,  in  no  case 
shall  the  adjusted  Contract  Rents  be  less 
than  the  Contract  Rents  on  the  effective 
date  of  the  Contract. 

c.  Special  Additional  Adjustments.  Spe¬ 
cial  additional  adjustments  may  be  granted, 
when  approved  by  the  Government,  to' re¬ 
flect  increases  in  the  actual  and  necessary 
expenses  of  owning  and  maintaining  the 
Contract  Units  which  have  resulted  from 
substantial  general  Increases  in  real  prop¬ 
erty  taxes,  utility  rates,  or  Blmllar  costs  (l.e., 
costs  for  which  the  price  or  rate  is  estab¬ 
lished  by  or  subject  to  regulation  by  a  pub¬ 
lic  body  or  entity),  but  only  if  and  to  the 
extent  that  the  Owner  clearly  demonstrates 
that  such  general  Increases  have  caused  in¬ 
creases  in  the  Owner’s  operating  costs  which 
are  not  adequately  compensated  for  by  au¬ 
tomatic  annual  adjustments.  The  Owner 
shall  submit  to  the  Government  financial 
statements  which  clearly  support  the  in¬ 
crease. 

d.  Overall  Limitation.  Notwithstanding 
any  other  provisions  of  this  Contract,  ad¬ 
justments  as  provided  in  this  Section  shall 
not  result  in  material  differences  between 
the  rents  charged  for  assisted  and  compara¬ 
ble  unassisted  units,  as  determined  by  the 
Government. 

e.  Incorporation  of  Rent  Adjustment.  Any 
adjustment  In  Contract  Rents  shall  be  in¬ 
corporated  into  Exhibit  A  by  a  dated  ad¬ 
dendum  to  the  exhibit. 

1.9  Marketing  and  leasing  of  units — a. 
Compliance  with  Equal  Opportunity.  Mar¬ 
keting  of  units  and  selection  of  Families  by 
the  Owner  Shall  be  in  accordance  with  the 
Owner’s  Government-approved  Affirmative 
Fair  Housing  Marketing  Flan,  shown  as  Ex¬ 
hibit  D,  and  with  all  regulations  relating  to 
fair  housing  advertising. 

b.  Security  Deposits.  The  Owner  shall  not 
require  Families  to  pay  security  deposits. 
In  lieu  thereof,  the  Owner  may  claim  re¬ 
imbursement  from  the  Government  under 
this  Contract  for  unpaid  rent  by  a  depart¬ 
ing  Family  and/or  cost  of  repairs  for  dam¬ 
age  caused  by  such  Family  not  to  exceed  a 
total  reimbursement  in  an  amount  equal  to 
one  month’s  Contract  Rent. 

c.  Eligibility,  Selection  and  Admission  of 
Families. — (1)  The  Owner  Shall  be  respon¬ 
sible  for  determination  of  eligibility  of  ap¬ 
plicants,  selection  of  families  from  among 
those  determined  to  be  eligible,  and  compu¬ 
tation  of  the  amount  of  housing  assistance 
payments  on  behalf  of  each  selected  Family 
in  accordance  with  schedules  and  criteria 
established  by  the  Government.  In  the  ini¬ 
tial  renting  of  the  Contract  Units,  the  Owner 
shall  lease  at  least  30  percent  to  Very  Low- 
Income  Families  (determined  in  accordance 
with  the  Government-established  schedules 
and  criteria)  and  shall  thereafter  exercise  his 
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beet  efforts  to  maintain  at  least  30  percent 
occupancy  of  the  Contract  Units  by  Very 
Low-Income  Families  as  determined  In  ac¬ 
cordance  with  such  schedules  and  criteria. 

(2)  The  Lease  entered  Into  between  the 
Owner  and  each  selected  Family  shall  be 
on  the  form  of  Lease  approved  by  the 
Government. 

(3)  The  Owner  shall  make  a  reexamina¬ 
tion  of  Family  Income,  composition,  and  the 
extent  of  medical  or  other  unusual  expenses 
incurred  by  the  Family,  at  least  annually 
(except  that  such  reviews  may  be  made  at 
intervals  of  no  longer  than  two  years  In  the 
case  of  elderly  Families),  and  appropriate 
re  determinations  shall  be  made  by  the  Owner 
of  the  amount  of  Family  contribution  and 
the  amount  of  housing  assistance  payment, 
all  in  accordance  with  schedules  and  criteria 
established  by  the  Government. 

d.  Rent  Redeterminaticm  After  Adjust¬ 
ment  in  Allowance  for  Utilities  and  Other 
Services.  In  the  event  that  the  Owner  is  noti¬ 
fied  of  a  Government  determination  making 
an  adjustment  in  the  Allowance  for  Utilities 
and  Other  Services  applicable  to  any  of  the 
Contract  Units,  the  Owner  shall  promptly 
make  a  corresponding  adjustment  in  the 
amount  of  rent  to  be  paid  by  the  affected 
Families  and  the  amount  of  housing  assist¬ 
ance  payments. 

e.  Processing  of  Applications  and  Com¬ 
plaints.  The  Owner  shall  process  applications 
for  admission,  notifications  to  applicants, 
and  complaints  by  applicants  In  accordance 
with  applicable  Government  requirements 
and  shall  maintain  records  and  furnish  such 
copies  or  other  Information  as  may  he  re¬ 
quired  by  the  Government. 

f.  Government  Review;  Incorrect  Pay¬ 
ments.  In  making  housing  assistance  pay¬ 
ments  to  Owners,  the  Government  will 
review  the  Owner's  determinations  under 
this  section.  If  as  a  result  of  this  review, 
or  other  reviews,  audits  or  Information  re¬ 
ceived  by  the  Government  at  any  time.  It  Is 
determined  that  ths  Owner  has  received 
improper  or  excessive  housing  assistance  pay¬ 
ments,  the  Government  shall  have  the  right 
to  deduct  the  amount  of  such  overpayments 
from  any  amounts  otherwise  due  the  Owner, 
or  otherwise  effect  recovery  thereof. 

1.10  Termination  of  tenancy.  The  Owner 
shall  be  responsible  for  termination  of  ten¬ 
ancies,  Including  evictions.  However,  condi¬ 
tions  for  payment  ol  housing  assistance  pay¬ 
ments  for  any  resulting  vacancies  shall  be  as 
set  forth  In  section  1.6c. 

1.11  Reduction  of  number  of  contract 
units  for  failure  to  lease  to  eligible  families — 

a.  Twelve  Months  after  Effective  Date  of 
Contract.  It  at  any  time,  beginning  six 
months  after  the  effective  date  of  this 
Contract,  the  Owner  falls  for  a  continuous 
period  of  six  months  to  have  at  least  80  per¬ 
cent  of  the  Contract  Units  leased  or  avail¬ 
able  for  leasing  by  Families,  the  Government 
may  on  30  days  notice  reduce  the  number  of 
Contract  Units  to  not  less  than  the  number 
of  units  under  lease  or  available  for  leasing 
by  Families,  plus  10  percent  of  such  number, 
If  that  number  Is  10  or  more,  rounded  to  the 
next  highest  number. 

b.  At  End  of  Initial  and  Each  Renewal 
Term.  At  the  end  of  the  Initial  term  of  the 
Contract  and  of  each  renewal  term,  the  Gov¬ 
ernment  may,  by  notice  to  the  Owner,  reduce 
the  number  of  Contract  Units  to  not  less 
than  (1)  the  number  of  units  under  lease 
or  available  for  leasing  by  Families  at  that 
time  or  (3)  the  average  number  of  units  so 
leased  or  available  for  leasing  during  the  last 
year,  whichever  Is  the  greater  number,  plus 
10  percent  of  such  number,  if  the  number  Is 
10  or  more,  rounded  to  the  next  highest 
number. 

Effective  date.  The  effective  date  of  this 
Contract  Is _ _  19 _ _  [Insert  date 


which  he  no  earlier  than  the  date  of 
execution  by  the  Government.) 

WARNING:  It  UAC.  1001  provides,  among 
other  things,  the*  whoever  knowingly  and 
willfully  or  uses  a  document  or  writ¬ 

ing  containing  any  false,  fictitious,  or  fraud¬ 
ulent  statement  or  entry.  In  any  matter  with¬ 
in  the  Jurisdiction  of  any  department  or 
agency  of  the  United  States,  shall  be  fined 
not  more  than  $10,000  or  imprisoned  for 
not  more  than  five  years,  or  both. 

OWNER _ 

By - 

(Official  Title) 

Date . . ,  19 _ 

United  States  of  America 
Secretary  of  Housing  and 
Urban  Development  . 

By - - - 

(Official  Title) 

Date _ ,  19 _ 

[If  the  project  Is  to  be  completed  and  ac¬ 
cepted  In  stages,  execution  of  the  Contract 
with  respect  to  the  several  stages  appears  on 
the  following  pages  of  this  Contract.] 

Execution  or  Contract  With  Respect  to 
Contract  Units  Completed  and  Accepted 
in  Stages 

Stage  1 

This  Contract  Is  hereby  executed  with  re¬ 
spect  to  the  units  described  In  Exhibit  A-l. 
Effective  date.  The  effective  data  of  this 

Contract  Is _ _  19 _ [Insert  date 

which  shall  be  no  earlier  than  the  date  of 
execution  by  the  Government.] 

OWNER _ 

By - 

(Official  Title) 

Date _ _ 19 _ 

United  States  of  America 
Secretary  of  Housing  and 
Urban  Development 

By - - 

(Official  Title) 

Date _ _  19 _ 

Stage  2 

This  Contract  Is  hereby  executed  with 
respect  to  the  units  described  In  Exhibit 

A-a. 

Effective  date.  The  effective  date  of  this 

Contract  is  _ ,  19 _ _  [Insert 

date  which  shall  be  no  earlier  than  the  date 
of  execution  by  the  Government.] 

OWNER _ 

By . - - - 

(Official  Title) 

Date _ _  19 — 

United  States  of  America 
Secretary  of  Housing  and 
Urban  Development 

By  . 

(Official  Title) 

Date _ _  19 — 

Stage  3 

This  Contract  Is  hereby  executed  with  re¬ 
spect  to  the  units  described  In  Exhibit  A-3. 
Effective  date.  The  effective  date  of  this 

Contract  Is  _ 19 -  [Insert 

date  which  shall  be  no  earlier  than  the  date 
of  execution  by  the  Government.] 

OWNER _ 

By . . . . 

(Official  Title) 

Date - -  19 - 

United  States  of  America 
Secretary  of  Housing  and 
Urban  Development 

By . - . - . 

(Official  Title) 

Date . .  19 - 


Part  II 

2.1  Nondiscrimination  tn  housing — a.  The 
Owner  shall  not  In  the  selection  of  Families, 

In  the  provision  of  services,  or  In  any  other 
manner,  discriminate  against  any  person  on 
the  grounds  of  race,  color,  creed,  religion,  sex, 
or  national  origin.  No  person  shall  be  auto¬ 
matically  excluded  from  participation  in,  or 
be  denied  the  benefits  of,  the  Housing  Assist¬ 
ance  Payments  Program  because  of  member¬ 
ship  In  a  class  such  as  unmarried  mothers, 
recipients  of  public  assistance,  etc. 

b.  The  Owner  shall  comply  with  all  re¬ 
quirements  Imposed  by  Title  VIII  of  the  Civil 
Rights  Act  of  1968,  and  any  rules  and  regula¬ 
tions  pursuant  thereto. 

c.  The  Owner  shall  comply  with  all  re¬ 
quirements  Imposed  by  Title  VI  of  the  Civil 
Rights  Act  of  1964,  Pub.  L.  86-652,  78  Stat. 
241;  the  regulations  of  the  Department  of 
Housing  and  Urban  Development  Issued 
thereunder,  24  CFR,  Subtitle  A,  Part  1.  f  1.1, 
et  seq.;  the  requirements  of  said  Depart¬ 
ment  pursuant  to  said  regulations;  and 
Executive  Order  11063  to  the  end  that,  in 
accordance  with  that  Act,  the  regulations 
and  requirements  of  said  Department  there¬ 
under,  and  said  Executive  Order,  no  person 
in  the  United  States  shall,  on  the  grounds 
of  race,  color,  creed,  religion  or  national  or¬ 
igin,  be  excluded  from  participation  In,  or 
be  denied  the  benefits  of,  the  Housing  Assist¬ 
ance  Payments  Program,  or  be  otherwise, 
subjected  to  discrimination.  This  provision 
la  Included  pursuant  to  the  regulations  of 
the  Department  of  Housing  and  urban 
Development,  24  CPU,  Subtitle  A,  Part  1, 

S  1.1,  et  seq.;  Issued  under  Title  VI  of  the 
said  Civil  Rights  Act  of  1964,  and  the  re¬ 
quirements  of  said  Department  pursuant  to 
said  regulations;  and  the  obligation  of  the 
Owner  to  comply  therewith  Inures  to  benefit 
of  the  Government  and  the  said  Department, 
either  of  which  shall  be  entitled  to  Invoke 
any  remedies  available  by  law  to  redress  any 
breach  thereof  or  to  compel  compliance 
therewith  by  the  Owner. 

23  Training,  employment,  and  contract¬ 
ing  opportunities  for  businesses  and  lower- 
income  persons 1 — a.  The  project  assisted  un¬ 
der  this  Contract  Is  subject  to  the  require¬ 
ments  at  section  3  of  the  Housing  and  Urban 
Development  Act  of  1968,  as  amended,  12 
US.C.  1701u.  Section  3  requires  that,  to  the 
greatest  extent  feasible,  opportuniites  for 
training  and  employment  be  given  lower- 
income  residents  of  the  project  area  and  con¬ 
tracts  for  work  In  connection  with  the  project 
be  awarded  to  business  concerns  which  are 
located  In,  or  owned  In  substantial  part  by 
persons  residing  In,  the  area  of  the  project. 

b.  Notwithstanding  any  other  provision  of 
this  Contract,  the  Owner  shall  carry  out  the 
provisions  of  said  section  3  and  the  regula¬ 
tions  Issued  pursuant  thereto  by  the  Secre¬ 
tary  of  Housing  and  Urban  Development  set 
forth  In  24  CFR  Part  135  (published  In  38 
Federal  Register  29220,  October  23,  1973), 
and  all  applicable  rules  and  orders  of  the 
Secretary  issued  thereunder  prior  to  the 
execution  of  this  Contract.  The  requirements 
of  said  regulations  Include,  but  are  not 
limited  to,  development  and  implementation 
of  an  affirmative  action  plan  for  utilizing 
business  concerns  located  within,  or  owned  In 
substantial  part  by  persons  residing  in,  the 
area  of  the  project;  the  making  of  a  good 
faith  effort,  as  defined  by  the  regulations,  to 
provide  training,  employment,  and  business 
opportunities  required  by  section  3;  and  in¬ 
corporation  of  the  "section  3  clause”  specified 
by  S  13530(b)  of  the  regulations  and  para¬ 
graph  (d)  of  this  Section  in  all  contracts  for 

1  Strike  this  section  If  the  Contract  Rents 
on  the  effective  date  of  this  Contract,  over 
the  maximum  term  of  this  Contract,  are 
$500,000  or  less. 
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work  In  connection  with  the  project.  The 
Owner  certifies  and  agrees  that  he  Is  un¬ 
der  no  contractual  or  other  disability  which 
would  prevent  him  from  complying  with 
these  requirements. 

c.  Compliance  with  the  provisions  of  sec¬ 
tion  3,  the  regulations  set  forth  in  34  CFR 
Part  135,  and  all  applicable  rules  and  orders 
of  the  Secretary  Issued  thereunder  prior  to 
approval  by  the  Government  of  the  applica¬ 
tion  for  this  Contract,  shall  be  a  condition 
of  the  Federal  financial  assistance  provided 
to  the  project,  binding  upon  the  Owner,  his 
successors  and  assigns.  Failure  to  f  ulfill  these 
requirements  shall  subject  the  Owner,  his 
contractors  and  subcontractors,  his  succes¬ 
sors,  and  assigns  to  the  sanction  specified  by 
this  Contract,  and  to  such  sanctions  as  are 
specified  by  24  CFR  135.135. 

d.  The  Owner  shall  incorporate  or  cause  to 
be  incorporated  Into  any  contract  or  sub¬ 
contract  for  work  pursuant  to  this  Contract 
In  excess  of  $50,000  cost,  the  following  clause : 

EMPLOYMENT  OF  PROJECT  AREA  RESIDENTS  AND 
CONTRACTORS 

A.  The  work  to  be  performed  under  this 
Contract  Is  on  a  project  assisted  under  a  pro¬ 
gram  providing  direct  Federal  financial  as¬ 
sistance  from  the  Department  of  Housing 
and  Urban  Development  and  Is  subject  to 
the  requirements  of  section  3  of  the  Housing 
and  Urban  Development  Act  of  1968,  as 
amended,  12  UH.C.  1701u.  Section  3  requires 
that,  to  the  greatest  extent  feasible,  opportu¬ 
nities  for  training  and  employment  be  given 
lower-income  residents  of  the  project  area 
and  contracts  for  work  In  connection  with  the 
project  be  awarded  to  business  concerns 
which  are  located  In,  or  owned  In  substantial 
part  by  persons  residing  in,  the  area  of  the 
project. 

B.  The  parties  to  this  Contract  will  comply 
with  the  provisions  of  said  section  3  and 
the  regulations  issued  pursuant  thereto  by 
the  Secretary  of  Housing  and  Urban  Develop¬ 
ment  set  forth  In  24  CFR  Part  136,  and  all 
applicable  rules  and  orders  of  the  Depart¬ 
ment  Issued  thereunder  prior  to  the  execu¬ 
tion  of  this  Contract.  The  parties  to  this 
Contract  certify  and  agree  that  they  are  un¬ 
der  no  contractual  or  other  disability  which 
would  prevent  them  from  complying  with 
these  requirements. 

C.  The  contractor  will  send  to  each  labor 
organization  or  representative  of  workers 
with  which  he  has  a  collective  bargaining 
agreement  or  other  contract  or  understand¬ 
ing,  If  any,  a  notice  advising  the  said  labor 
organization  or  workers’  representative  of  his 
commitments  under  this  section  3  clause  and 
shall  post  copies  of  the  notice  In  conspicu¬ 
ous  places  available  to  employees  and  appli¬ 
cants  for  employment  or  training. 

D.  The  contractor  will  Include  this  section 
8  clause  In  every  subcontract  for  work  In 
connection  with  the  project  and  will,  at  the 
direction  of  the  applicant  for  or  recipient  of 
Federal  financial  assistance,  take  appropri¬ 
ate  action  pursuant  to  the  subcontract  upon 
a  finding  that  the  subcontract  Is  In  viola¬ 
tion  of  regulations  Issued  by  the  Secretary 
of  Housing  and  Urban  Development,  24  CFR 
Part  135.  The  contractor  will  not  subcontract 
with  any  subcontractor  where  It  has  notice 
or  knowledge  that  the  latter  has  been  found 
In  violation  of  regulations  under  24  CFR  Part 
135,  and  will  not  let  any  subcontract  unless 
the  subcontractor  has  first  provided  It  with  a 
preliminary  statement  of  ability  to  comply 
with  the  requirements  of  theee  regulations. 

E.  Compliance  with  the  provisions  of  sec- 
tion  3,  the  regulations  set  forth  in  24  CFR 
Part  135,  and  all  applicable  rules  and  orders 
of  the  Department  issued  thereunder  prior 
to  the  execution  of  the  Contract,  shall  be 
a  condition  of  the  Federal  financial  assist¬ 
ance  provided  to  the  project,  binding  upon 


the  applicant  or  recipient  for  such  assistance, 
tta  successors,  and  assigns.  Failure  to  fulfill 
these  requirements  shall  subject  the  appli¬ 
cant  or  recipient.  Its  contractors  and  subcon¬ 
tractors,  Its  successors,  and  assigns  to  those 
sanctions  specified  by  the  grant  or  loan  agree¬ 
ment  or  contract  through  which  Federal  as¬ 
sistance  is  provided,  and  to  such  sanctions 
as  are  specified  by  24  CFR  135.135. 

e.  The  Owner  agrees  that  he  will  be  bound 
by  the  above  Employment  of  Project  Area 
Residents  and  Contractors  clause  with  re¬ 
spect  to  his  own  employment  practices  when 
he  participates  In  federally  assisted  work. 

2.3  Cooperation  in  equal  opportunity 
compliance  reviews.  The  Owner  shall  coop¬ 
erate  with  the  Government  In  the  conducting 
of  compliance  reviews  and  complaint  Investi¬ 
gations  pursuant  to  all  applicable  civil  rights 
statutes,  Executive  Orders,  and  rules  and 
regulations  pursuant  thereto. 

2.4  Flood  insurance.  It  the  project  Is 
located  In  an  area  that  has  been  identified 
by  the  Secretary  of  Housing  and  Urban  De¬ 
velopment  as  an  area  having  special  flood 
hazards  and  If  the  sale  of  flood  Insurance  has 
been  made  available  under  the  National  Flood 
Insurance  Act  of  1968,  the  Owner  agrees  that 
the  project  will  be  covered,  during  its 
anticipated  economic  or  useful  life,  by  flood 
Insurance  In  an  amount  at  least  equal  to  its 
development  or  project  cost  (less  estimated 
land  cost)  or  to  the  maximum  limit  of  cov¬ 
erage  made  available  with  respect  to  the  par¬ 
ticular  type  of  property  under  the  National 
Flood  Insurance  Act  of  1968,  whichever  Is  less. 

2.6  Clean  Air  Act  and  Federal  Water  Pollu¬ 
tion  Control  Act.*  In  compliance  with  regula¬ 
tions  issued  by  the  Environmental  Protec¬ 
tion  Agency  (“EPA”),  40  CFR  Part  15,  89 
Fit.  11099,  pursuant  to  the  Clean  Air  Act, 
as  amended  (“Air  Act”),  42  UJS.C.  1857,  et 
seq.,  the  Federal  Water  Pollution  Control 
Act,  as  amended  (“Water  Act"),  33  UJS.C. 
1251,  et  seq.,  and  Executive  Order  11738,  the 
Owner  agrees  that: 

a.  Any  facility  to  be  utilized  in  the  per¬ 
formance  of  this  Contract  or  any  subcon¬ 
tract  shall  not  be  a  facility  listed  on  the 
EPA  List  of  Violating  Facilities  pursuant  to 
i  15.20  of  said  regulations; 

b.  He  will  promptly  notify  the  Department 
of  Housing  and  Urban  Development  field 
office  director  of  the  receipt  of  any  com¬ 
munication  from  the  EPA  Indicating  that 
a  facility  to  be  utilized  for  the  Contract  Is 
under  consideration  to  be  listed  on  the  EPA 
List  of  Violating  Facilities; 

c.  He  will  comply  with  all  the  requirements 
of  section  114  of  the  Air  Act  and  section  308  of 
the  Water  Act  relating  to  Inspection,  moni¬ 
toring,  entry,  reports,  and  Information,  as 
well  as  all  other  requirements  specified  in 
section  114  and  section  308  of  the  Air  Act 
and  the  Water  Act,  respectively,  and  all  regu¬ 
lations  and  guidelines  Issued  thereunder;  and 

d.  He  will  Include  or  cause  to  be  Included 
the  provisions  of  this  Section  in  every  non¬ 
exempt  subcontract,  and  that  he  will  take 
such  action  as  the  Government  may  direct 
as  a  means  of  enforcing  such  provisions. 

2.6  Reports  and  access  to  premises  and 
records — a.  The  Owner  shall  furnish  such 
Information  and  reports  pertinent  to  the 
Contract  as  reasonably  may  be  required  from 
time  to  time  by  the  Government. 

b.  The  Owner  Shall  permit  the  Govern¬ 
ment  or  any  of  Its  duly  authorized  repre¬ 
sentatives  to  have  access  to  the  premises  and, 
for  the  purpose  of  audit  and  examination, 
to  have  access  to  any  books,  documents, 
papers,  and  records  of  the  Owner  that  are 
pertinent  to  compliance  with  this  Contract, 


*  Strike  this  section  If  the  Contract  Rents 
on  the  effective  date  of  this  Contract,  over 
the  maximum  total  term  of  this  contract,  are 
$100,000  or  less. 


Including  the  verification  of  information 
pertinent  to  the  monthly  requests  for  hous¬ 
ing  assistance  payments. 

2.7  Default  by  Vie  owner — a.  A  default 
by  the  Owner  under  this  Contract  shall 
result  If: 

(1)  The  Owner  has  violated  or  failed  to 
comply  with  any  provision  of,  or  obligation 
under,  this  Contract  or  of  any  Lease;  or 

(2)  The  Owner  has  asserted  or  demon¬ 
strated  an  intention  not  to  perform  some  or 
all  of  his  obligations  under  this  Contract  or 
under  any  Lease. 

b.  Upon  a  determination  by  the  Govern¬ 
ment  that  a  default  has  occurred,  the  Gov¬ 
ernment  shall  notify  the  Owner  of  the 
nature  of  the  default,  of  the  actions  re¬ 
quired  to  be  taken  on  account  of  the  de¬ 
fault  (Including  the  curing  of  the  default 
by  the  Owner,  the  abatement  of  housing  as¬ 
sistance  payments  In  whole  or  In  part, 
where  appropriate,  or  any  combination  of 
actions) ,  and  of  the  time  within  which  the 
Owner  shall  respond  with  a  showing  that 
he  has  taken  all  the  actions  required  of  him. 
If  the  Owner  falls  to  respond  or  take  action 
to  the  satisfaction  of  the  Government,  the 
Government  shall  take  appropriate  actions 
to  achieve  compliance  or  to  terminate  the 
Contract  in  whole  or  In  part. 

c.  The  availability  of  any  remedy  under 
this  Contract  shall  not  preclude  the  exercise 
of  any  other  remedy  available  under  this 
Contract  or  under  any  provisions  of  law, 
nor  shall  any  action  taken  In  the  exercise 
of  any  remedy  be  deemed  a  waiver  of  any 
other  rights  or  remedies.  Failure  to  exercise 
any  right  or  remedy  shall  not  constitute  a 
waiver  of  the  right  to  exercise  that  or  any 
other  right  or  remedy  at  any  time. 

2.8  Disputes — a.  Except  as  otherwise  pro¬ 
vided  herein,  any  dispute  concerning  a  ques¬ 
tion  of  fact  arising  under  this  Contract  which 
Is  not  disposed  of  by  agreement  between  the 
Department  of  Housing  ahd  Urban  Develop¬ 
ment  field  office  and  the  Owner  may  be  sub¬ 
mitted  by  the  Owner  to  the  Secretary  of 
Housing  and  Urban  Development.  The  deci¬ 
sion  of  the  Secretary  or  his  duly  authorized 
representative  for  the  resolution  of  such  dis¬ 
putes  shall  be  final  and  conclusive,  unless 
determined  by  a  court  of  competent  jurisdic¬ 
tion  to  have  been  fraudulent,  or, capricious, 
or  arbitrary,  or  so  grossly  erroneous  as  neces¬ 
sarily  to  Imply  bad  faith,  or  not  supported 
by  substantial  evidence.  In  connection  with 
any  proceeding  under  this  section,  the  Owner 
shall  be  afforded  an  opportunity  to  be  heard 
and  to  offer  evidence  In  support  of  his  posi¬ 
tion. 

b.  This  section  does  not  preclude  con¬ 
sideration  of  questions  of  law  In  connection 
with  the  decision  rendered  under  paragraph 
a  of  this  section:  Provided,  however.  That 
nothing  herein  shall  be  construed  as  making 
final  the  decision  of  any  administrative 
official,  representative,  or  board,  on  a  ques¬ 
tion  of  law. 

2.9  Interest  of  members,  officers,  or  em¬ 
ployees  of  PHA,  members  of  local  governing 
body  or  other  public  officials.  No  member, 
officer,  or  employee  of  the  PHA,  no  member 
of  .the  governing  body  of  the  locality  (city 
and  county)  In  which  the  project  Is  situated, 
no  member  of  the  governing  body  of  the 
locality  In  whloh  the  PHA  was  activated,  and 
no  other  public  official  of  such  locality  or 
localities  who  exercises  any  functions  or 
responsibilities  with  respect  to  the  project, 
during  his  tenure  or  for  one  year  thereafter, 
shall  have  any  Interest,  direct  or  Indirect,  In 
this  Contract  or  In  any  proceeds  or  benefits 
arising  therefrom. 

2.10  Interest  of  member  of  or  delegate  to 
Congress.  No  member  of  or  delegate  to  the 
Congress  of  the  United  States  of  America  or 
resident  commissioner  Bhall  be  admitted  to 


FEDERAL  REGISTER,  VOL.  39,  NO.  227— FRIDAY,  NOVEMBER  22,  1974 


1 

1 


PROPOSED  RULES 


41083 


any  share  or  part  of  this  Contract  or  to  any 
benefits  which  may  arise  therefrom. 

2.11  Nonassignability — a.  The  Owner 
agrees  that  he  has  not  made  and  will  not 
make  any  sale,  assignment,  or  conveyance  or 
transfer  In  any  other  form,  of  this  Contract 
or  the  project  or  any  part  thereof  or  any  of 
his  interest  therein,  without  the  prior  con¬ 
sent  of  the  Government:  Provided,  however. 
That  in  the  case  of  an  assignment  as  security 
for  the  purpose  of  obtaining  financing  of  the 
project,  the  Government  shall  consent  In 
writing  If  the  terms  of  the  financing  have 
been  approved  by  the  Government.  An  as¬ 
signment  by  the  Owner  to  a  limited  partner¬ 
ship  of  which  the  Owner  Is  the  sole  general 
partner  shall  not  be  considered  an  assign¬ 
ment  herein. 

b.  The  Owner  agrees  to  notify  the  Govern¬ 
ment  promptly  of  any  proposed  action 
covered  by  paragraph  a  of  this  Section.  The 
Owner  further  agrees  to  request  the  written 
consent  of  the  Government  in  regard  thereto, 
except  in  the  case  of  an  assignment  as  secu¬ 
rity  as  provided  in  paragraph  a  of  this 
Section. 

c.  For  the  purpose  of  this  section,  a  trans¬ 
fer  of  stock  in  the  Owner  in  whole  or  in  part, 
by  a  party  holding  ten  percent  or  more  of  the 
stock  of  said  Owner,  or  a  transfer  by  more 
than  one  stockholder  or  the  Owner  of  ten 
percent  or  more  of  the  stock  of  said  Owner, 
or  any  other  similarly  significant  change  in 
the  ownership  of  such  stock  or  in  the  relative 
distribution  thereof,  or  with  respect  to  the 
parties  in  control  of  the  Owner  ot  the  degree 
thereof,  by  any  other  method  or  means, 
whether  by  Increased  capitalization,  merger 
with  another  corporation,  corporate  or  other 
amendments,  Issuance  of  new  or  additional 
stock  or  classification  of  stock  or  otherwise, 
shall  be  deemed  an  assignment,  conveyance, 
or  transfer  with  respect  to  this  Contract  or 
the  project.  With  respect  to  this  provision, 
the  Owner  and  the  party  signing  this  Con¬ 
tract  on  behalf  of  said  Owner,  represent  that 
they  have  the  authority  of  all  of  the  existing 
stockholders  of  the  Owner  to  agree  to  this 
provision  on  behalf  of  said  stockholders  and 
to  bind  them  with  respect  thereto. 

Appendix  III — Annual  Contributions  Con¬ 
tract — Substantial  Rehabilitation — Pri- 
vate-Owner/PHA  Project 

SECTION  8  HOUSING  ASSISTANCE  PAYMENTS 

PROGRAM 

[To  be  published  for  comment  at  a  later 
date.  The  Annual  Contributions  Contract  will 
conform  to  the  provisions  of  Subparts  A  and 
B  and  Appendices  IV  and  V  of  these  regula¬ 
tions.] 

Appendix  IV — Agreement  To  Enter  Into 
Housing  Assistance  Payments  Contract — 
Substantial  Rehabilitation — Private- 

Owner/PHA  Project 

section  8  housing  assistance  payments 

PROGRAM 

Parti 

This  Agreement  to  Enter  into  Housing  As¬ 
sistance  Payments  Contract  ("Agreement”)  is 
made  and  entered  into  by  and  between  the 
_ (“PHA”) ,  which  is  a  public  hous¬ 
ing  agency  as  defined  in  the  United  States 
Housing  Act  of  1937,  42  U.S.C.  1437,  et  seq. 

("Act”),  at  section  1437a(6),  and _ 

(“Owner”) . 

Whereas,  the  Owner  proposes  to  complete 
a  housing  project  consisting  of  the  substan¬ 
tial  rehabilitation  of  certain  property  as  de¬ 
scribed  in  the  approved  Final  Proposal;  and 

Whereas,  the  Owner  and  the  PHA  propose 
to  enter  into  a  Housing  Assistance  Payments 
Contract  (“Contract”)  upon  the  completion 
of  said  project  for  the  purpose  of  making 


housing  assistance  payments  to  enable  eligi¬ 
ble  lower-income  families  ("Families”)  to  oc¬ 
cupy  units  in  said  projects;  and 

Whereas,  the  PHA  has  entered  into  an 

Annual  Contributions  Contract  dated _ 

_ ,  19 _ ,  with  the  United  States 

of  America  acting  through  the  Department 
of  Housing  and  Urban  Development  (“Gov¬ 
ernment”)  with  respect  to  Project  No. 

_  (“ACC”),  under  which  the 

Government  will  provide  financial  assistance 
to  the  PHA  pursuant  to  section  8  of  the  Act 
for  the  purpose  of  making  housing  assistance 
payments;  and 

Whereas,  the  Owner  is  also  the  rehabilita- 
tor.  or,  if  the  rehabilitator  is  other  than  the 
Owner,  the  rehabilita tor’s  name  is - 


Now  therefore,  the  parties  hereto  agree 
as  follows: 

1.1  Contents  of  agreement.  This  Agree¬ 
ment  consists  of  Part  I,  Part  n,  and  the  fol¬ 
lowing  exhibits: 

Exhibit  A:  The  approved  Final  Proposal 
including,  among  other  things,  evidence  of 
management  capability  and,  if  required: 
the  architect’s  certification,  the  Affirmative 
Fair  Housing  Marketing  Plan,  and  manage¬ 
ment  program; 

Exhibit  B:  The  Housing  Assistance  Pay¬ 
ments  Contract  (“Contract”)  to  be  executed 
upon  acceptable  completion  of  the  project; 

Exhibit  C :  The  Annual  Contributions  Con¬ 
tract  (“ACC”); 

Exhibit  D:  The  schedule  of  completion  in 
stages,  if  applicable; 

Exhibit  E :  The  schedule  of  minimum  rates 
of  wages,  if  applicable;  and 

Additional  exhibits:  [Specify  additional 
exhibits,  if  any.  If  none,  Insert  “None.”] 

This  Agreement,  including  said  exhibits, 
comprises  the  entire  agreement  between  the 
parties  hereto*,  and  neither  party  is  bound 
by  any  representations  or  agreements  of  any 
kind  except  as  contained  herein.  Nothing  con¬ 
tained  in  this  Agreement  shall  create  or  affect 
any  relationship  between  the  PHA  and  the 
lender  or  any  contractors  or  subcontractors 
employed  by  the  Owner  in  the  completion 
of  the  project. 

15  Schedule  of  completion — a.  Time  for 
Completion.  The  project  shall  be  completed 
in  accordance  with  section  1.4  no  later  than 

- calendar  days  after  the  effective  date  of 

this  Agreement,  or  in  stages  as  provided  for 
in  Exhibit  D  which  identifies  the  units  com¬ 
prising  each  stage  and  the  date  of  commence¬ 
ment  and  time  for  completion  of  each  stage. 
Where  completion  in  stages  is  provided  for, 
all  references  to  project  completion  shall  be 
deemed  to  refer  to  project  completion  and/or 
completion  of  any  stage,  as  appropriate. 

b.  Timely  Performance  of  Work.  The  Own¬ 
er  agrees  that  no  later  than _ _ 

19 _ _  the  work  will  be  commenced  and 

diligently  continued.  In  the  event  the  work 
is  not  commenced,  diligently  continued, 
and/or  completed  as  aforesaid,  the  PHA 
reserves  the  right  subject  to  Government 
approval,  to  rescind  this  Agreement  or  take 
other  appropriate  action.  The  Owner  shall 
report  to  the  PHA  the  date  work  was  com¬ 
menced  and  shall  thereafter  furnish  the 
PHA  with  periodic  progress  reports  (quar¬ 
terly  unless  more  frequent  reporting  is  re¬ 
quired  by  the  PHA) . 

c.  Delays.  In  the  event  there  is  delay  in 
the  completion  due  to  strikes,  lockouts,  labor 
union  disputes,  fire,  unusual  delays  in  trans¬ 
portation.  unavoidable  casualties,  weather, 
acts  of  God,  or  any  other  causes  beyond  the 
Owner’s  control,  or  by  delay  authorized  by 
the  PHA,  the  time  for  completion  shall  be 
extended  to  the  extent  that  completion  is 
delayed  due  to  one  or  more  of  these  causes. 
No  increases  in  the  rents  set  forth  in  Ex¬ 
hibit  B  (“Contract  Rents”)  may  be  granted 
on  account  of  any  such  delays. 


1.3  Rehabilitation  period — a.  Changes. 
The  Owner  shall  submit  for  PHA  and  Gov¬ 
ernment  approval  any  changes  from  Exhibit 
A  which  will  materially  reduce  or  alter  his 
obligations  or  any  changes  which  alter  the 
design  or  materially  reduce  the  quality  or 
amenities  of  the  project.  Approval  of  such 
changes  may  be  conditioned  on  a  reduction 
of  Contract  Rents.  If  such  changes  are  made 
without  prior  approval  by  the  PHA  and  the 
Government,  the  Owner  may  be  required  to 
reduce  the  Contract  Rents  or  remedy  the 
defects  or  deficiencies  as  a  condition  for 
acceptance  of  the  project.  Contract  Rents 
may  not  be  increased  by  reason  of  any 
changes  or  modifications. 

b.  Commencement  of  Marketing.  The 
Owner  shall  commence  and  diligently  con¬ 
tinue  marketing  as  soon  as  possible,  but  in 
any  event  no  later  than  60  days  prior  to  the 
estimated  completion  date.  The  Owner  shall 
notify  the  PHA  of  the  date  of  commencement 
of  marketing.  The  Owner  shall  also  comply 
with  all  reporting  requirements  under  the 
Affirmative  Fair  Housing  Marketing  Regula¬ 
tions.  Not  later  than  30  days  prior  to  the 
estimated  completion  date  and  periodically 
thereafter,  the  Owner  shall  notify  the  PHA 
of  any  units  which  he  anticipates  will  be 
vacant  on  the  effective  date  of  the  Contract. 
At  the  time  the  Contract  is  executed,  the 
Owner  shall  submit  a  list  of  the  dwelling 
units  leased  as  of  the  effective  date  of  the 
Contract  and  a  list  of  the  units  not  so  leased, 
if  any.  The  Owner  will  be  entitled  to  housing 
assistance  payments  for  any  unleased  units 
pursuant  to  section  1.7b  of  the  Contract  only 
if  he  has  fully  complied  with  the  require¬ 
ments  of  this  paragraph  and  the  provisions 
of  that  Section. 

c.  Management  Certification.  Prior  to  ac¬ 
ceptance  of  the  project  by  the  Government, 
the  Owner  shall  certify  in  writing  that  there 
has  been  no  change  in  the  evidence  of  man¬ 
agement  capability  or  in  the  proposed  man¬ 
agement  program  (if  one  was  required)  speci¬ 
fied  in  his  Final  Proposal  other  than  changes 
approved  in  writing  by  the  PHA  and  the 
Government  in  accordance  with  paragraph  a 
of  this  section. 

d.  Labor  Standards  Certification.1  Prior  to 
acceptance  of  the  project  by  the  Governinent, 
the  Owner  shall  certify  in  writing  that  he 
has  complied  with  the  provisions  of  Sections 
2.6  through  2.11  of  this  Agreement,  and  that 
to  the  best  of  his  knowledge  and  belief  there 
are  no  claims  of  underpayment  to  laborers 
or  mechanics  in  alleged  violation  of  said  pro¬ 
visions  of  the  Agreement.  In  the  event  there 
are  any  such  pending  claims  to  the  knowl¬ 
edge  of  the  Owner  or  the  PHA  or  the  Gov¬ 
ernment,  the  Owner  shall  be  required  to 
place  a  sufficient  amount  in  escrow  as  deter¬ 
mined  by  the  Government  to  assure  payment 
thereof. 

1.4  Project  completion — a.  Conformance 
to  Final  Proposal.  The  completed  project 
shall  be  in  accordance  with  Exhibit  A.  The 
Owner  shall  be  solely  responsible  for  com¬ 
pletion  of  the  project. 

b.  Notification  of  Completion.  The  Owner 
shall  notify  the  Government,  with  a  copy  to 
the  PHA,  when  the  work  is  completed  and 
shall  submit  to  the  Government  the  evidence 
of  completion  described  in  paragraph  c  of 
this  Section. 

c.  Evidence  of  Completion.  Completion  of 
the  project  shall  be  evidenced  by  furnishing 
the  Government  with  all  of  the  following: 

(1)  A  certification  (i)  from  the  authorized 
local  government  official  or  a  qualified 
laboratory  that  exposed  interior  and  ex¬ 
terior  surfaces  are  free  of  lead  based  paint 
hazards,  or  (il)  by  the  Owner  that  these 
surfaces  have  been  adequately  treated  or 
covered,  all  in  accordance  with  the  applicable 


1  Strike  this  paragraph  if  the  project  in¬ 
volves  fewer  than  nine  Contract  units. 
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HUD  regulations  issued  pursuant  to  the 
Lead  Base  Paint  Poisoning  Prevention  Act, 

42  USC  4801. 

(2)  A  certificate  of  occupancy  and/or  other 
official  approvals  necessary  for  occupancy. 

(3)  A  certification  by  the  Owner,  which 
will  be  supported  by  the  Owners’  warranty 
in  the  Contract,  that: 

(1)  All  work  has  been  completed  In  ac¬ 
cordance  with  the  requirements  of  this 
Agreement: 

(il)  The  project  is  In  good  and  tenantable 
condition;  and 

(111)  There  are  no  defects  or  deficiencies 
in  the  project  except  for  ordinary  punchlist 
items,  or  Incomplete  work  awaiting  seasonal 
opportunity  such  as  landscaping  and  heat¬ 
ing  system  test  (such  excepted  items  to  be 
specified) . 

(4)  *  A  certification  by  the  registered 
architect  responsible  for  Inspection  of  the 
work  that  such  Inspection  was  performed  by 
him  or  under  his  supervision  with  the  fre¬ 
quency  and  thoroughness  required  by  the 
generally  accepted  standards  of  professional 
care  and  Judgment,  and  that  to  the  best  of 
his  knowledge,  belief,  and  professional 
Judgment: 

(I)  All  work  has  been  completed  in  con¬ 
formance  with  the  certified  working  draw¬ 
ings  and  specifications  for  the  project  or 
approved  changes  thereto  (such  changes  to 
be  listed) ; 

(II)  The  project  is  In  good  and  tenantable 
condition;  and 

(ill)  There  are  no  defects  or  deficiencies  In 
the  project  except  for  ordinary  punchlist 
Items,  or  Incomplete  work  awaiting  seasonal 
opportunity  such  as  landscaping  and  heating 
system  test  (such  excepted  Items  to  be 
specified) . 

d.  Inspection — (1)  Within  ten  working 
days  of  the  receipt  of  the  Owner’s  notifica¬ 
tion  of  project  completion,  the  Government 
representative,  accompanied  by  a  PHA  rep¬ 
resentative,  shall  inspect  the  project  and  re¬ 
view  the  evidence  of  completion  listed  In 
paragraph  c  of  this  Section.  Such  Inspection 
shall  be  sufficient  to  enable  the  Government 
to  determine  whether  the  project  has  been 
completed  In  accordance  with  the  Agreement 
and,  In  particular,  whether  there  are  any  ob¬ 
servable  conditions  inconsistent  with  the 
certification  of  the  Owner  or  the  architect. 
As  promptly  as  possible,  the  Government 
shall  notify  the  Owner  In  writing,  with  a  copy 
to  the  PHA,  as  to  whether  or  not  the  project 
has  been  completed  In  an  acceptable 
manner. 

(2)  In  the  event  the  Owner  disputes  the 
Government’s  determinations,  he  may  sub¬ 
mit  the  controversy  to  third-party  arbitra¬ 
tion,  at  his  expense,  provided  that  the  arbi¬ 
tration  Is  advisory  only. 

e.  Acceptance  of  Project.  If  the  Govern¬ 
ment  determines  that  the  project  Is  not 
acceptable  under  paragraph  d(l)  of  this 
section,  the  following  shall  apply : 

(1)  If  the  defects  or  deficiencies  are  only 
punchlist  Items  or  Incomplete  Items  await¬ 
ing  seasonal  opportunity,  the  project  may  be 
accepted  and  the  Contract  executed.  If  the 
Owner  falls  to  complete  such  Items  within 
a  reasonable  time  to  the  satisfaction  of  the 
PHA  and  the  Government,  the  PHA  may, 
upon  30  days  notice,  as  directed  by  the  Gov¬ 
ernment,  terminate  the  Contract  or  exer¬ 
cise  the  PHA’s  other  rights  under  the  Con¬ 
tract. 

(2)  If  the  defects  or  deficiencies  are  other 
than  punchlist  Items  or  Incomplete  work 
awaiting  seasonal  opportunity,  but  the  Gov- 


*  Strike  this  paragraph  (4)  if  the  work  is 
to  be  done  other  than  In  accordance  with 
working  drawings  and  specifications  prepared 
and  certified  to  by  a  registered  architect. 


emment  determines  that  the  housing  is 
Decent,  Safe,  and  Sanitary  and  that  the 
project  Is  In  good  and  tenantable  condition, 
the  project  may  be  accepted  after  the  Owner 
corrects  the  defects  or  deficiencies  or  the 
project  may  be  accepted  subject  to  a  speci¬ 
fied  reduction  of  the  Contract  Rents  as  de¬ 
termined  by  the  Government. 

(3)  If  the  Government  determines  that 
the  project  Is  not  In  good  and  tenantable 
condition  or  that  the  housing  Is  not  Decent, 
Safe,  and  Sanitary,  the  Government  shall  de¬ 
termine:  (1)  Whether  the  defects  or  defi¬ 
ciencies  can  be  corrected  and  (11)  whether 
a  reduction  In  Contract  Rents  will  be  re¬ 
quired  as  a  condition  to  acceptance  of  the 
project.  If  It  Is  determined  that  the  defects 
or  deficiencies  can  be  corrected,  the  Owner 
shall  be  notified  of  the  Government’s  deter¬ 
minations  under  (1)  and  (11)  of  this  sub- 
paragraph,  and,  If  he  agrees  to  comply  with 
the  conditions,  an  agreement  shall  be  en¬ 
tered  Into  pursuant  to  which  the  defects  or 
deficiencies  will  be  corrected  and  the  project 
then  accepted.  If  the  Owner  Is  unwilling  to 
enter  Into  such  agreement  or  If  he  fails  to 
perform  the  agreement,  the  project  shall 
not  be  accepted.  Prior  to  authorizing  execu¬ 
tion  of  the  Contract,  the  Government  will 
verify  that  appropriate  corrective  action  has 
been  taken. 

f.  Completion  in  Stages.  If  the  project  Is 
to  be  completed  In  stages,  the  procedures  of 
this  section  shall  apply  to  each  stage. 

1.5  Execution  of  housing  assistance  pay¬ 
ments  contract — a.  Time  of  Execution.  Upon 
acceptance  of  the  project  by  the  Govern¬ 
ment  pursuant  to  sections  1.3  and  1.4,  the 
Contract  shall  be  executed  by  the  Owner 
and  the  PHA  and  shall  then  be  approved  by 
the  Government. 

b.  Completion  in  Stages.  It  completion  Is 
In  stages,  the  Contract  shall  be  executed 
upon  completion  of  the  first  stage,  and  the 
number  and  types  of  completed  units  and 
their  Contract  Rents  shall  be  shown  In  Ex¬ 
hibit  A-l  of  the  Contract.  Thereafter,  upon 
completion  of  each  successive  stage,  the  sig¬ 
nature  block  provided  In  the  Contract  for 
that  stage  shall  be  executed  by  the  Owner 
and  the  PHA  and  approved  by  the  Govern¬ 
ment,  and  Exhibits  A-2,  A-3,  etc.,  covering 
the  additional  units,  shall  become  part  of 
the  Contract. 

c.  Unleased  Units  at  Time  of  Execution.  At 
the  time  of  execution  of  the  Contract,  the 
PHA  shall  examine  the  lists  of  dwelling  units 
leased  and  not  leased,  referred  to  in  Section 
1.3b,  and  shall  determine  whether  or  not  the 
Owner  has  met  his  obligations  under  that 
Section  with  respect  to  any  unleased  units. 
The  PHA  shall  state  In  writing  its  determina¬ 
tion  with  respect  to  the  unleased  units  and 
for  which  of  those  units  It  will  make  housing 
assistance  payments  pursuant  to  the  Con¬ 
tract.  The  Owner  shall  indicate  in  writing  his 
concurrence  with  this  determination  or  his 
disagreement,  reserving  his  rights  to  claim 
housing  assistance  payments  for  the  unleased 
units  pursuant  to  the  Contract,  without 
prejudice  by  reason  of  his  signing  the  Con¬ 
tract.  Copies  of  all  documents  referred  to  In 
this  paragraph  shall  be  furnished  to  the  Gov¬ 
ernment. 

d.  Contract  Rents.  The  Contract  Rents  by 
unit  size,  amounts  of  housing  assistance  pay¬ 
ments,  and  all  other  applicable  terms  and 
conditions  shall  be  as  specified  In  the  pro¬ 
posed  Housing  Assistance  Payments  Contract, 
except  that  In  no  case  may  the  Initial  Con¬ 
tract  Rents  for  units  In  projects  financed 
with  mortgages  Insured  under  the  National 
Housing  Act  exceed  the  rents  approved  by  the 
Government  In  connection  with  the  mort¬ 
gage  Insurance  for  such  projects. 

e.  No  Changes  in  Contract.  Each  party  has 
read  or  Is  presumed  to  have  read  the  pro¬ 


posed  Contract.  It  Is  expressly  agreed  that 
there  shall  be  no  change  In  the  terms  and 
conditions  of  the  Contract  other  than  In  ac¬ 
cordance  with  section  1.3a  and  paragraph  d 
of  this  section. 

1.6  Government  assurance  to  owner — a. 
The  approval  of  this  Agreeemnt  by  the  Gov¬ 
ernment  signifies  that  the  Government  has 
executed  the  ACC  and  that  the  ACC  has  been 
properly  authorized;  that  the  faith  of  the 
United  States  is  solemnly  pledged  to  the 
payment  of  annual  contributions  pursuant 
to  said  ACC;  and  that  funds  have  been  ob¬ 
ligated  by  the  Government  for  such  pay¬ 
ments  to  assist  the  PHA  In  the  performance 
of  Its  obligations  under  the  Contract.  The 
Government  and  the  PHA  shall  not,  without 
the  consent  of  the  Owner,  amend  or  modify 
the  ACC  In  any  manner  which  would  reduce 
the  amount  of  annual  contributions  payable 
thereunder  for  housing  assistance  payments 
except  as  authorized  In  the  ACC  and  the 
Contract.  _ 

b.  The  ACC  states  that  the  ACC  provisions 
quoted  below  In  this  paragraph  are  made  for 
the  benefit  of  the  Owner,  or  his  assignees 
who  will  have  been  specifically  approved  by 
the  Government  prior  to  such  assignment, 
and  that  to  enforce  the  performance  of  these 
provisions,  the  Owner  and  such  assignees 
shall  have  the  right  to  proceed  against  the 
Government  by  suit  at  law  or  In  equity.  Upon 
the  determination  by  the  Government  that  a 
default  by  the  PHA  has  occurred,  the  follow¬ 
ing  provisions  of  the  ACC  (which  are  hereby 
made  a  part  of  this  Agreement),  shall  be 
applicable : 

( a)  Failure  or  Inability  of  PHA  to  Comply 
with  Agreement.  In  the  event  the  Govern¬ 
ment  determines  that  the  PHA  is  In  default 
of  its  obligation  under  the  Agreement  with 
the  Owner,  or  If  such  Agreement  Is  held  to  be 
void,  voidable  or  ultra  vires,  or  If  the  power 
or  right  of  the  PHA  to  enter  Into  such  Agree¬ 
ment  is  drawn  Into  question  in  any  legal  pro¬ 
ceeding,  or  If  the  PHA  asserts  or  claims  that 
such  Agreement  Is  not  binding  upon  the  PHA 
for  any  such  reason,  the  Government  may, 
after  reasonable  notice  to  the  PHA,  determine 
that  the  occurrence  of  any  such  event,  if  the 
Owner  Is  not  In  default,  constitutes  a  Sub¬ 
stantial  Default  hereunder  as  to  the  project. 
In  such  case,  the  Government  will  assume  the 
PHA’s  rights  and  obligations  under  the 
Agreement  and  carry  out  the  obligations  of 
the  PHA  under  the  Agreement,  Including  the 
obligation  to  enter  Into  the  Contract. 

•  •  •  •  • 

(d)  Return  of  Rights  and  Obligations  to 
PHA •  All  rights  and  obligations  of  the  PHA 
assumed  by  the  Government  pursuant  to  this 
section  2.17  will  be  returned  as  constituted 
at  the  time  of  such  return  (1)  when  the 
Government  is  satisfied  that  all  defaults  have 
been  cured  and  that  the  project  will  there¬ 
after  be  administered  In  accordance  with  all 
applicable  requirements  or  (2)  when  the 
Housing  Assistance  Payments  Contract  Is  at 
an  end,  whichever  occurs  sooner. 

1.7  Authority  of  the  PHA.  The  PHA  war¬ 
rants  that  it  Is  a  ‘’public  housing  agency”  as 
defined  In  section  3(6)  of  the  Act  and  that 
It  Is  In  fact  and  In  law  authorized  to  execute 
this  Agreement. 

Effective  date.  This  Agreement  shall  be 
effective  as  of  the  date  of  execution  by  the 
Government. 

In  witness  whereof,  the  parties  hereto  have 
executed  this  Agreement  In  four  original 
counterparts. 

WARNING:  18  UJ3.  1001  provides,  among 
other  things,  that  whoever  knowingly  and 
willfully  makes  or  uses  a  document  or  writing 
containing  any  false,  fictitious,  or  fraudulent 
statement  or  entry,  in  any  matter  within 
the  Jurisdiction  of  any  department  or  agency 
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of  the  United  States,  shall  be  fined  not  more 
than  $10,000  or  Imprisoned  for  not  more  than 
five  years,  or  both. 

APPROVED: 

United  States  of  PHA  _ 

America  By _ _ 

Secretary  of  Housing  _ 

and  Urban  Devel-  (Official  Title) 

opment  Date _ ,  19 _ 

By . . .  OWNER . 

. .  By . . . 

(Official  Title)  - - 

Date  — . 19..  (Official  Title) 

Date _ _  19 _ 

Part  II 

2.1  Training,  employment,  and  contract¬ 
ing  opportunities  for  businesses  and  lower- 
income  persons s — a.  The  project  assisted 
under  this  Agreement  is  subject  to  the  re¬ 
quirements  of  section  3  of  the  Housing  and 
Urban  Development  Act  of  1968,  as  amended, 
12  U.S.C.  1701u.  Section  3  requires  that,  to 
the  greatest  extent  feasible,  opportunities  for 
training  and  employment  be  given  lower- 
income  residents  of  the  project  area  and  con¬ 
tracts  for  work  in  connection  with  the  proj¬ 
ect  be  awarded  to  business  concerns  which 
are  located  In,  or  owned  in  substantial  part 
by  persons  residing  in,  the  area  of  the 
project. 

b.  Notwithstanding  any  other  provision  of 
this  Agreement,  the  Owner  shall  carry  out 
the  provisions  of  said  section  3  and  the  regu¬ 
lations  Issued  pursuant  thereto  by  the  Sec¬ 
retary  of  Housing  and  Urban  Development 
set  forth  in  24  CFR  Part  135  (pulished  in 
38  FR  29220,  October  23,  1973),  and  all  ap¬ 
plicable  rules  and  orders  of  the  Secretary 
issued  thereunder  prior  to  the  execution  of 
this  Agreement.  The  requirements  of  said 
regulations  include,  but  are  not  limited  to, 
development  and  Implementation  of  an  af¬ 
firmative  action  plan  for  utilizing  business 
concerns  located  within,  or  owned  in  sub¬ 
stantial  part  by  persons  residing  In,  the  area 
of  the  project;  the  making  of  a  good  faith 
effort,  as  defined  by  the  regulations,  to  pro¬ 
vide  training,  employment,  and  business  op¬ 
portunities  required  by  section  3;  and  Incor¬ 
poration  of  the  “section  3  clause”  specified 
by  f  135.20(b)  of  the  regulations  and  para¬ 
graph  d  of  this  section  In  all  contracts  for 
work  In  connection  with  the  project.  The 
Owner  certifies  and  agrees  that  he  Is  under 
no  contractual  or  other  disability  which 
would  prevent  him  from  complying  with 
these  requirements. 

c.  Compliance  with  the  provisions  of  sec¬ 
tion  3,  the  regulations  set  forth  In  24  CFR 
Part  135,  and  all  applicable  rules  and  orders 
of  the  Secretary  issued  thereunder  prior  to 
approval  by  the  Government  of  the  applica¬ 
tion  for  this  Agreement,  shall  be  a  condition 
of  the  Federal  financial  assistance  provided 
to  the  project,  binding  upon  the  Owner,  his 
successors  and  assigns.  Failure  to  fulfill  these 
requirements  shall  subject  the  Owner,  his 
contractors  and  subcontractors,  his  succes¬ 
sors,  and  assigns  to  the  sanction  specified  by 
this  Agreement,  and  to  such  sanctions  as  are 
specified  by  24  CFR  135.135. 

d.  The  Owner  shall  Incorporate  or  cause 
to  be  Incorporated  Into  any  contract  or  sub¬ 
contract  for  work  pursuant  to  this  Agree¬ 
ment  In  excess  of  $50,000  cost,  the  following 
clause : 

EMPLOYMENT  OF  PROJECT  AREA  RESIDENTS  AND 
CONTRACTORS 

A.  The  work  to  be  performed  under  this 
Agreement  Is  on  a  project  assisted  under  a 

*  Strike  this  Section  if  the  Contract  Rents 
under  the  proposed  Housing  Assistance  Pay¬ 
ments  Contract,  over  the  maximum  term  of 
said  Contract,  are  $500,000  or  less. 


program  providing  direct  Federal  financial 
assistance  from  the  Department  of  Housing 
and  Urban  Development  and  Is  subject  to  the 
requirements  of  section  3  of  the  Housing  and 
Urban  Development  Act  of  1968,  as  amended, 
12  U.S.C.  1701u.  Section  3  requires  that,  to 
the  greatest  extent  feasible,  opportunities 
for  training  and  employment  be  given  lower- 
income  residents  of  the  project  area,  and  con¬ 
tracts  for  work  In  connection  with  the  proj¬ 
ect  be  awarded  to  business  concerns  which 
are  located  in,  or  owned  In  substantial  part 
by  persons  residing  In,  the  area  of  the 
project. 

B.  The  parties  to  this  Agreement  will  com¬ 
ply  with  the  provisions  of  said  section  3  and 
the  regulations  issued  pursuant  thereto  by 
the  Secretary  of  Housing  and  Urban  Develop¬ 
ment  set  forth  In  24  CFR  Part  135,  and  all 
applicable  rules  and  orders  of  the  Depart¬ 
ment  issued  thereunder  prior  to  the  execu¬ 
tion  of  this  Agreement.  The  parties  to  this 
Agreement  certify  and  agree  that  they  are 
under  no  contractual  or  other  disability 
which  would  prevent  them  from  complying 
with  these  requirements. 

C.  The  contractor  will  send  to  each  labor 
organization  or  representative  of  workers 
with  which  he  has  a  collective  bargaining 
agreement  or  other  contract  or  understand¬ 
ing,  if  any,  a  notice  advising  the  said  labor 
organization  or  workers’  representative  of 
his  commitments  under  this  section  3  clause 
and  shall  post  copies  of  the  notice  In  con¬ 
spicuous  places  available  to  employees  and 
applicants  for  employment  or  training. 

D.  The  contractor  will  Include  this  section 
3  clause  In  every  subcontract  for  work  in 
connection  with  the  project  and  will,  at  the 
direction  of  the  applicant  for  or  recipient  of 
Federal  financial  assistance,  take  appropriate 
action  pursuant  to  the  subcontract  upon  a 
finding  that  the  subcontractor  Is  in  violation 
of  regulations  issued  by  the  Secretary  of 
Housing  and  Urban  Development,  24  CFR 
Part  135.  The  contractor  will  not  subcontract 
with  any  subcontractor  where  it  has  notice 
or  knowledge  that  the  latter  has  been  found 
in  violation  of  regulations  under  24  CFR 
Part  135,  and  will  not  let  any  subcontract 
unless  the  subcontractor  has  first  provided 
it  with  a  preliminary  statement  of  ability  to 
comply  with  the  requirements  of  these  regu¬ 
lations. 

E.  Compliance  with  the  provisions  of  sec¬ 
tion  3,  the  regulations  set  forth  In  24  CFR 
Part  135,  and  all  applicable  rules  and  orders 
of  the  Department  Issued  thereunder  prior 
to  the  execution  of  the  Agreement,  shall  be 
a  condition  of  the  Federal  financial  assist¬ 
ance  provided  to  the  project,  binding  upon 
the  applicant  or  recipient  for  such  assistance, 
its  successors,  and  assigns.  Failure  to  fulfill 
these  requirements  shall  subject  the  appli¬ 
cant  or  recipient,  its  contractors  and  sub¬ 
contractors,  its  successors,  and  assigns  to 
those  sanctions  specified  by  the  grant  or  loan 
agreement  or  contract  through  which  Fed¬ 
eral  assistance  is  provided,  and  to  such  sanc¬ 
tions  as  are  specified  by  24  CFR  135.135. 

e.  The  Owner  agrees  that  he  will  be  bound 
by  the  above  Employment  of  Project  Area 
Residents  and  Contractors  clause  with  re¬ 
spect  to  his  own  employment  practices  when 
he  participates  in  federally  assisted  work. 

2.2  Equal  employment  opportunity * — a. 
The  Owner  shall  Incorporate  or  cause  to  be 
incorporated  Into  any  contract  for  construc¬ 
tion  work,  or  modification  thereof,  as  defined 
In  the  regulations  of  the  Secretary  of  Labor 
at  41  CFR  Ch.  60,  which  Is  to  be  performed 
pursuant  to  this  Agreement,  the  following 
Equal  Opportunity  clause: 

*  As  used  In  section  2.2,  “HUD”  means  the 
United  States  of  America  acting  through  the 
Department  of  Housing  and  Urban  Develop¬ 
ment. 


EQUAL  EMPLOYMENT  OPPORTUNITY  , 

During  the  performance  of  this  contract, 
the  contractor  agrees  as  follows: 

(1)  The  contractor  will  not  discriminate 
against  any  employee  or  applicant  for  em¬ 
ployment  because  of  race,  color,  creed,  reli¬ 
gion,  sex,  or  national  origin.  The  contractor 
will  take  affirmative  action  to  ensure  that 
applicants  are  employed,  and  that  employees 
are  treated  during  employment,  without  re¬ 
gard  to  their  race,  color,  religion,  creed,  sex, 
or  national  origin.  Such  action  shall  include, 
but  not  be  limited  to,  the  following:  employ¬ 
ment,  upgrading,  demotion,  or  transfer;  re¬ 
cruitment,  or  recruitment  advertising,  lay¬ 
off  or  termination;  rates  of  pay  or  other 
forms  of  compensation;  and  selection  for 
training,  Including  apprenticeship.  The  con¬ 
tractor  agrees  to  post  In  conspicuous  places, 
available  to  employees  and  applicants  for 
employment,  notices  to  be  provided  by  or  at 
the  direction  of  the  Government  setting 
forth  the  provisions  of  this  Equal  Opportu¬ 
nity  clause. 

(2)  The  contractor  will,  In  all  solicitations 
or  advertisements  for  employees  placed  by 
or  on  behalf  of  the  contractor,  state  that  all 
qualified  applicants  will  receive  considera¬ 
tion  for  employment  without  regard  to  race, 
color,  religion,  creed,  sex,  or  national  origin. 

(3)  The  contractor  will  send  to  each  labor 
union  or  representative  of  workers  with 
which  he  has  a  collective  bargaining  agree¬ 
ment  or  other  contract  or  understanding,  a 
notice  to  be  provided  by  or  at  the  direction 
of  the  Government  advising  the  said  labor 
union  or  workers’  representative  of  the  con¬ 
tractor's  commitments  under  this  section, 
and  shall  post  copies  of  the  notice  In  con¬ 
spicuous  places  available  to  employees  and 
applicants  for  employment. 

(4)  The  contractor  will  comply  with  all 
provisions  of  Executive  Order  No.  11246  of 
September  24,  1965,  and  of  the  rules,  regula¬ 
tions,  and  relevant  orders  of  the  Secretary  of 
Labor. 

(6)  The  contractor  will  furnish  all  in¬ 
formation  and  reports  required  by  Executive 
Order  No.  11246  of  September  24,  1965,  and 
by  the  rules,  regulations,  and  orders  of  the 
Secretary  of  Labor,  or  pursuant  thereto,  and 
will  permit  access  to  his  books,  records,  and 
accounts  by  HUD  and  the  Secretary  of  Labor 
for  purposes  of  investigation  to  ascertain 
compliance  with  such  rules,  regulations,  and 
orders. 

(6)  In  the  event  of  the  contractor’s  non- 
compliance  with  the  Equal  Opportunity 
clauses  of  this  contract  or  with,  any  of  the 
said  rules,  regulations,  or  orders,  this  con¬ 
tract  may  be  cancelled,  terminated,  or  sus¬ 
pended  In  whole  or  in  part  and  the  contractor 
may  be  declared  ineligible  for  further  con¬ 
tracts  in  accordance  with  procedures  author¬ 
ized  in  Executive  Order  No.  11246  of  Septem¬ 
ber  24,  1965,  and  such  other  sanctions  as  may 
be  imposed  and  remedies  Invoked  as  provided 
In  Executive  Order  No.  11246  of  September 
24,  1965,  or  by  rule,  regulation,  or  order  of 
the  Secretary  of  Labor  or  as  otherwise  pro¬ 
vided  by  law. 

(7)  The  contractor  will  include  the  portion 
of  the  sentence  Immediately  preceding  para¬ 
graph  (1)  and  the  provisions  of  paragraphs 
(1)  through  (7)  In  every  subcontract  or  pur¬ 
chase  order  unless  exempted  by  the  rules,  reg¬ 
ulations,  or  orders  of  the  Secretary  of  Labor 
Issued  pursuant  to  section  204  of  Executive 
Order  No.  11246  of  September  24,  1965,  so  that 
such  provisions  will  be  binding  upon  each 
subcontractor  or  vendor.  The  contractor  will 
take  such  action  with  respect  to  any  sub¬ 
contract  or  purchase  order  as  the  Govern¬ 
ment  may  direct  as  a  means  of  enforcing 
such  provisions  Including  sanctions  for  non- 
compliance;  Provided,  however,  that  in  the 
event  a  contractor  becomes  Involved  In,  or  Is 
threatened  with,  litigation  with  a  subcon- 
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tractor  or  vendor  as  a  result  of  such  direction 
by  the  Government,  the  contractor  may  re¬ 
quest  the  United  States  to  enter  Into  Buch 
litigation  to  protect  the  Interest  of  the 
United  States. 

b.  The  Owner  agrees  that  he  will  be  bound 
by  the  above  Equal  Opportunity  clause  with 
respect  to  his  own  employment  practices 
when  he  participates  In  federally  assisted 
construction  work. 

c.  The  Owner  agrees  that  he  will  assist 
and  cooperate  actively  with  HUD  and  the 
Secretary  of  Labor  In  obtaining  the  compli¬ 
ance  of  contractors  and  subcontractors  with 
the  Equal  Opportunity  clause  and  the  rules, 
regulations,  and  relevant  orders  of  the  Sec¬ 
retary  of  Labor,  that  he  will  furnish  HUD 
and  the  Secretary  of  Labor  such  information 
as  they  may  require  for  the  supervision  of 
such  compliance,  and  that  he  will  otherwise 
assist  HUD  In  the  discharge  of  HUD's  pri¬ 
mary  responsibility  for  securing  compliance. 

d.  The  Owner  further  agrees  that  he  will 
refrain  from  entering  Into  any  contract  or 
contract  modification  subject  to  Executive 
Order  No.  11246  of  September  24,  1966,  with 
a  contractor  debarred  from,  or  who  has  not 
demonstrated  eligibility  for,  Government 
contracts  and  federally  assisted  construction 
contracts  pursuant  to  the  Executive  Order 
and  will  carry  out  such  sanctions  and  pen¬ 
alties  for  violation  of  the  Equal  Opportunity 
clause  as  may  be  imposed  upon  contractors 
and  subcontractors  by  the  Government  or 
the  Secretary  of  Labor  pursuant  to  Part  n, 
Subpart  D  of  the  Executive  Order. 

2.3  Cooperation  in  equal  opportunity  com¬ 
pliance  reviews.  The  PHA  and  the  Owner 
shall  cooperate  with  the  Government  In  the 
conducting  of  compliance  reviews  and  com¬ 
plaint  Investigations  pursuant  to  all  appli¬ 
cable  civil  rights  statutes.  Executive  Orders, 
and  rules  and  regulations  pursuant  thereto. 

2.4  Flood,  insurance.  If  the  project  is  lo¬ 
cated  In  an  area  that  has  been  identified  by 
the  Secretary  of  Housing  and  Urban  Develop¬ 
ment  as  an  area  having  special  flood  haz¬ 
ards  and  if  the  sale  of  flood  Insurance  has 
been  made  available  under  the  National 
Flood  Insurance  Act  of  1968,  the  Owner  agrees 
that  the  project  will  be  covered,  during  its 
anticipated  economic  or  useful  life,  by  flood 
insurance  in  an  amount  at  least  equal  to  its 
development  or  project  cost  (less  estimated 
land  cost)  or  to  the  maximum  limit  of  cov¬ 
erage  made  available  with  respect  to  the 
particular  type  of  property  under  the  Na¬ 
tional  Flood  Insurance  Act  of  1968,  which¬ 
ever  Is  less. 

2.6  Clean  Air  Act  and  Federal  Water  Pol¬ 
lution  Control  Act?  In  compliance  with  reg¬ 
ulations  issued  by  the  Environmental  Pro¬ 
tection  Agency  (“EPA”) ,  40  CFR  Part  16,  39 
FR  11099,  pursuant  to  the  Clean  Air  Act,  as 
amended  (“Air  Act”) ,  42  UJS.C.  1867,  et  seq., 
the  Federal  Water  Pollution  Control  Act,  as 
amended  ("Water  Act”),  33  UJS.C.  1261,  et 
seq.,  and  Executive  Order  11738,  the  Owner 
agrees  that: 

a.  Any  facility  to  be  utilized  In  the  per¬ 
formance  of  this  Agreement  or  any  subcon¬ 
tract  shall  not  be  a  facility  listed  on  the  EPA 
List  of  Violating  Facilities  pursuant  to 
{  15.20  of  said  regulations; 

b.  He  will  promptly  notify  the  PHA  of  the 
receipt  of  any  communications  from  the 
EPA  Indicating  that  a  facility  to  be  utilized 
for  the  Agreement  is  under  consideration  to 
be  listed  on  the  EPA  List  of  Violating 
Faculties; 

c.  He  wUl  comply  with  all  the  require¬ 
ments  of  section  114  of  the  Air  Act  and 
section  308  of  the  Water  Act  relating  to 


c  Strike  this  section  if  the  Contract  Rents 
under  the  proposed  Housing  Assistance  Pay¬ 
ments  Contract,  over  the  maximum  term  of 
said  Contract,  are  $100,000  or  less. 


Inspection,  monitoring,  entry,  reports,  and 
Information,  as  weU  as  all  other  require¬ 
ments  specified  In  section  114  and  section 
308  of  the  Air  Act  and  the  Water  Act,  respec¬ 
tively,  and  aU  regulations  and  guidelines 
Issued  thereunder;  and 
d.  He  will  Include  or  cause  to  be  Included 
the  provisions  of  this  Section  in  every  non¬ 
exempt  subcontract,  and  that  he  wUl  take 
such  action  as  the  Government  may  direct 
as  a  means  of  enforcing  such  provisions. 

2.6  Prevailing  wage  rates? — a.  Attached 
hereto  and  Incorporated  herein  as  Exhibit 
D  Is  a  schedule  of  minimum  rates  of  wages 
applicable  to  this  Agreement. 

b.  All  laborers  and  mechanics  employed 
In  the  construction  of  the  project  shall  be 
paid  unconditionally  and  not  less  often  than 
once  a  week,  and  without  subsequent  deduc¬ 
tion  or  rebate  on  any  account  (except  such 
payroll  deductions  as  are  permitted  by  the 
regulations  Issued  by  the  Secretary  of  Labor 
under  the  Copeland  Act  (29  CFR  Part  3)), 
the  full  amounts  due  at  the  time  of  payment 
computed  at  wage  rates  not  less  than  those 
contained  in  the  wage  determination  deci¬ 
sion  of  the  Secretary  of  Labor  of  the  United 
States,  which  Is  incorporated  herein,  regard¬ 
less  of  any  contractual  relationship  which 
may  be  alleged  to  exist  between  the  Owner 
or  any  subcontractor  and  such  laborers  and 
mechanics;  and  the  wage  determination 
decision  and  the  Department  of  Labor  Wage 
Rate  Information  Poster  shall  be  posted  by 
the  Owner  at  the  site  of  the  work  In  a  promi¬ 
nent  place  where  It  can  be  easily  seen  by 
the  workers.  For  the  purpose  of  this  clause, 
contributions  made  or  costs  reasonably  an¬ 
ticipated  under  section  1  (b)  (2)  of  the  Davis  - 
Bacon  Act  on  behalf  of  laborers  or  mechanics 
are  considered  wages  paid  to  such  laborers 
or  mechanics  subject  to  the  provisions  of 
paragraph  c  of  this  Section.  Also  for  the 
purpose  of  this  clause,  regular  contributions 
made  or  costs  Incurred  for  more  than  a 
weekly  period  under  plants,  funds,  or  pro¬ 
grams,  but  covering  the  particular  weekly 
period,  are  deemed  to  be  constructively  made 
or  Incurred  during  such  weekly  period. 

c.  The  Owner  may  consider  as  part  of  the 
wages  of  any  laborer  or  mechanic  the 
amount  of  any  costs  reasonably  anticipated 
In  providing  benefits  under  a  plan  or  pro¬ 
gram  described  In  section  1(b)  (2)  (B)  of  the 
Davis-Bacon  Act,  or  any  bona  fide  fringe 
benefits  not  expressly  listed  In  section  1(b) 
(2)  of  the  Davis-Bacon  Act  or  otherwise  not 
listed  in  the  wage  determination  decision 
of  the  Secretary  of  Labor  which  Is  Included 
In  this  Agreement,  only  when  the  Secretary 
of  Labor  has  found,  upon  the  written  request 
of  the  Owner,  that  the  applicable  standards 
of  the  Davis-Bacon  Act  have  been  met. 
Whenever  practicable,  the  Owner  should  re¬ 
quest  the  Secretary  of  Labor  to  make  such 
findings  before  the  making  of  the  Agree¬ 
ment.  In  the  case  of  unfunded  plans  and 
programs,  the  Secretary  of  Labor  may  re¬ 
quire  the  Owner  to  set  aside  In  a  separate 
account  assets  for  the  meeting  of  obliga¬ 
tions  under  the  plan  or  program. 

d.  The  Owner  shall  comply  with  the  Cope¬ 
land  (Antl-Klckback)  Regulations  (29  CFR 
Part  3)  of  the  Secretary  of  Labor  which  are 
herein  incorporated  by  reference. 

e.  Any  class  of  laborers  or  mechanics  (In¬ 
cluding  apprentices  and  trainees)  which  is 
not  listed  In  the  wage  determination  and 
which  Is  to  be  employed  under  the  Agree¬ 
ment  shall  be  classified  or  reclassified  con¬ 
formably  to  the  wage  determination.  In  the 


'As  used  In  sections  2.6  through  2.11, 
“HUD”  means  the  United  States  of  America 
acting  through  the  Department  of  Housing 
and  Urban  Development.  Strike  sections  2.6 
through  2.11  If  the  project  Involves  less  than 
nine  Contract  units. 


event  that  agreement  cannot  be  reached  on 
the  proper  classification  or  reclassification 
of  a  particular  class  of  laborers  and  me¬ 
chanics  (Including  apprentices  and  train¬ 
ees)  to  be  used,  the  question  will  be  referred 
by  HUD  to  the  Secretary  of  Labor  for  final 
determination. 

f.  Whenever  the  minimum  wage  rate  pre¬ 
scribed  In  the  Agreement  for  a  class  of  labor¬ 
ers  or  mechanics  Includes  a  fringe  benefit 
which  Is  not  expressed  as  an  hourly  wage 
rate  and  the  Owner  Is  obligated  to  pay  a  cash 
equivalent  of  such  a  fringe  benefit,  an  hourly 
cash  equivalent  thereof  shall  be  established. 
In  the  event  that  agreement  cannot  be 
reached  upon  a  cash  equivalent  of  the  fringe 
benefit,  the  question  will  be  referred  by  HUD 
to  the  Secretary  of  Labor  for  final  deter¬ 
mination. 

g.  (1)  (1)  Apprentices  will  be  permitted  to 
work  as  such  only  when  they  are  registered 
individually  under  a  bona  fide  apprentice¬ 
ship  program  registered  with  a  State  appren¬ 
ticeship  agency  which  is  recognized  by  the 
Bureau  of  Apprenticeship  and  Training,  U.S. 
Department  of  Labor;  or,  if  no  such  recog¬ 
nized  agency  exists  in  a  State,  under  a  pro¬ 
gram  registered  with  the  Bureau  of  Appren¬ 
ticeship  and  Training,  U.S.  Department  of 
Labor.  The  allowable  ratio  of  apprentices  to 
journeymen  in  any  craft  classification  shall 
not  be  greater  than  the  ratio  permitted  to 
the  Owner  as  to  his  entire  work  force  under 
the  registered  program.  Any  employee  listed 
on  a  payroll  at  an  apprentice  wage  rate,  who 
is  not  a  trainee  as  defined  in  subsection  (b) 
Immediately  following  or  is  not  registered 
as  above,  shall  be  paid  the  wage  rate  deter¬ 
mined  by  the  Secretary  of  Labor  for  the 
classification  of  work  he  actually  performed. 
The  Owner  will  be  required  to  furnish  to  the 
other  party  to  this  Agreement  written  evi¬ 
dence  of  the  registration  of  his  program  and 
apprentices,  as  well  as  of  the  appropriate 
ratios  and  wage  rates  for  the  area  of  con¬ 
struction  prior  to  using  any  apprentices 
on  the  contract  work. 

(il)  Trainees  will  be  permitted  to  work  as 
such  when  they  are  bona  fide  trainees  em¬ 
ployed  pursuant  to  a  program  approved  by 
the  UJ5.  Department  of  Labor,  Manpower  Ad¬ 
ministration,  Bureau  of  Apprenticeship  and 
Training,  and  where  subsection  (c)  immedi¬ 
ately  following  is  applicable,  in  accordance 
with  the  provisions  of  paragraph  g(2)  of  this 
section. 

(ill)  On  contracts  in  excess  of  $10,000  the 
employment  of  all  laborers  and  mechanics. 
Including  apprentices  and  trainees,  as  de¬ 
fined  in  29  CFR  6.2(c)  shall  also  be  subject 
to  the  provisions  of  paragraph  g(2)  of  this 
section.  Apprentices  and  trainees  shall  be 
hired  in  accordance  with  the  provisions  of 
paragraph  g(2) . 

(2)  The  Owner  agrees  that: 

(1)  He  will  make  a  diligent  effort  to  hire 
for  the  performance  of  the  Agreement  a 
number  of  apprentices  or  trainees,  or  both, 
in  each  occupation,  which  bears  to  the  aver¬ 
age  number  of  the  Journeymen  in  that  oc¬ 
cupation  to  be  employed  in  the  performance 
of  the  Agreement  the  applicable  ratio  as  de¬ 
termined  by  the  Secretary  of  Labor; 

(ii)  He  will  assure  that  25  percent  of  such 
apprentices  or  trainees  in  such  occupation 
are  in  their  first  year  of  training,  where  feasi¬ 
ble.  Feasibility  here  involves  a  consideration 
of  (A)  the  availability  of  training  opportu¬ 
nities  for  first  year  apprentices,  (B)  the  haz¬ 
ardous  nature  of  the  work  for  beginning 
workers,  (C)  excessive  unemployment  of  ap¬ 
prentices  in  their  second  and  subsequent 
years  of  training; 

(ill)  During  the  performance  of  the  Agree¬ 
ment  he  will,  to  the  greatest  extent  possi¬ 
ble,  employ  the  number  of  apprentices  or 
trainees  necessary  to  meet  currently  the  re¬ 
quirements  of  (i)  and  (il)  immediately  pre¬ 
ceding; 
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(iv)  He  will  maintain  records  of  employ¬ 
ment  by  trade  of  the  number  of  apprentices 
and  trainees,  apprentices  and  trainees  by 
first  year  of  training,  and  of  journeymen, 
and  the  wages  paid  and  hours  of  work  of 
such  apprentices,  trainees  and  Journeymen; 
and  he  will  make  these  records  available  for 
Inspection  upon  request  of  the  Department 
of  Labor  and  HUD; 

(v)  If  he  claims  compliance  based  on  the 
criterion  stated  In  29  CFR  5a.4(b),  he  will 
maintain  records  of  employment,  as  de¬ 
scribed  In  the  immediately  preceding  para¬ 
graph,  on  non-Federal  and  nonfederalfy  as¬ 
sisted  construction  work  done  during  the 
performance  of  the  contract  In  the  same 
labor  market  area;  and  he  will  make  these 
records  available  for  inspection  upon  re¬ 
quest  of  the  Department  of  Labor  and  HUD; 

(vl)  He  will  supply  one  copy  of  the  writ¬ 
ten  notices  required  In  accordance  with  29 
CFR  6a.4(c)  at  the  request  of  Government 
compliance  officers,  and  will  supply  at  three - 
month  Intervals  during  the  performance  of 
the  Agreement  and  after  completion  of 
Agreement  performance  a  statement  de¬ 
scribing  steps  taken  toward  making  a  dili¬ 
gent  effort  and  containing  a  breakdown  by 
craft,  of  hours  worked  and  wages  paid  for 
first  year  apprentices  and  trainees,  other 
apprentices  and  trainees,  and  journeymen. 
One  copy  of  the  statement  will  be  sent  to 
HUD  and  one  to  the  Secretary  of  Labor. 

2.7  Submittal  of  payrolls  and  related  re¬ 
ports — a.  Payrolls  and  basic  records  relating 
thereto  shall  be  maintained  during  the 
course  of  the  work  and  preserved  for  a  pe¬ 
riod  of  three  year$gthereafter  for  all  labor¬ 
ers  and  mechanics  employed  In  the  con¬ 
struction  of  the  project.  Such  records  shall 
contain  the  name  and  address  of  each  such 
employee,  his  correct  classification,  rates  of 
pay  (including  rates  of  contributions  or 
costs  anticipated  of  the  types  described  In 
section  1(b)(2)  of  the  Davls-Bacon  Act), 
dally  and  weekly  number  of  hours  worked, 
deductions  made,  and  actual  wages  paid. 
Whenever  the  Secretary  of  Labor  has  found 
under  section  2.6c  that  the  wages  of  any  la¬ 
borer  or  mechanic  Include  the  amount  of  any 
costs  reasonably  anticipated  In  providing 
benefits  under  a  plan  or  program  described 
in  section  1(b)(2)(B)  of  the  Davls-Bacon 
Act,  the  Owner  shall  maintain  records  which 
show  that  the  commitment  to  provide  such 
benefits  Is  enforceable,  that  the  plan  or 
program  is  financially  responsible,  and  that 
the  plan  or  program  has  been  communicated 
in  writing  to  the  laborers  or  mechanics  af¬ 
fected,  and  records  which  show  the  costs 
anticipated  or  the  actual  cost  Incurred  In 
providing  such  benefits. 

b.  The  Owner  shall  submit  weekly  to  the 
other  party  to  this  Agreement  such  copies 
and  summaries  of  all  his  payrolls  and  those 
of  each  of  his  subcontractors  as  such  other 
party  may  require.  Each  payroll  and  sum¬ 
mary  shall  be  accompanied  by  a  statement 
6igned  by  the  employer  or  his  agent  Indicat¬ 
ing  that  the  payrolls  are  correct  and  com¬ 
plete,  that  the  wage  rates  contained  therein 
are  not  less  than  those  determined  by  the 
Secretary  of  Labor,  and  that  the  classifica¬ 
tions  set  forth  for  each  laborer  or  mechanic 
conform  with  the  work  he  performed.  A 
submission  of  a  “Weekly  Statement  of  Com¬ 
pliance,”  which  Is  required  under  this 
Agreement  and  the  Copeland  Regulations 
of  the  Secretary  of  Labor  (29  CFR,  Part  3), 
and  the  filing  with  the  Initial  payroll  or  any 
subsequent  payroll  of  a  copy  of  any  findings 
by  the  Secretary  of  Labor  under  section  2.6c 
shall  satisfy  this  requirement.  The  Owner 
Bhall  make  the  records  required  under  the 
labor  standards  clauses  of  this  Agreement 
available  for  Inspection  by  authorized  repre¬ 
sentatives  of  HUD  and  the  Department  of 
Labor,  and  will  permit  such  representatives 


to  interview  employees  during  working 
hours  on  the  Job. 

c.  The  Owner  shall  also  furnish  to  the 
other  parties  to  this  Agreement  any  other 
information  or  certifications  relating  to  em¬ 
ployees  in  such  form  as  such  other  party 
may  request. 

2.8  Disputes  concerning  wage  rates  and 
classifications  of  labor — a.  All  disputes  con¬ 
cerning  prevailing  wage  rates  or  classifica¬ 
tions  arising  under  this  Agreement  involving 
(1)  significant  sums  of  money,  (2)  large 
groups  of  employees,  or  (3)  novel  or  unusual 
situations  shall  be  promptly  reported  to 
HUD  for  decision  or,  at  the  option  of  HUD, 
referral  to  the  Secretary  of  Labor  of  the 
United  States.  The  decision  of  HUD  or  the 
Secretary  of  Labor,  as  the  case  may  be,  shall 
be  final. 

b.  All  questions  arising  under  this  Agree¬ 
ment  relating  to  the  application  or  Inter¬ 
pretation  of  the  Copeland  (Anti-Kickback) 
Act  shall  be  referred  to  the  Secretary  of  La¬ 
bor  of  the  United  States  for  ruling  or  inter¬ 
pretation,  and  such  ruling  or  Interpretation 
shall  be  final. 

2.9  Wage  claims  and  adjustments.  In 
cases  of  underpayment  of  salaries  or  wages 
to  any  laborers  or  mechanics  (including  ap¬ 
prentices  and  trainees)  by  the  Owner  (or 
any  of  his  subcontractors),  the  Owner  shall 
be  required  to  place  an  amount  In  escrow, 
as  determined  by  HUD,  sufficient  to  pay  per¬ 
sons  employed  on  the  work  covered  by  the 
Agreement  the  difference  between  the  sal¬ 
aries  or  wages  actually  paid  such  employees 
for  the  total  number  of  hours  worked,  and 
the  amounts  withheld  may  be  disbursed  by 
HUD  for  and  on  account  of  the  Owner  or 
the  subcontractor  to  the  respective  em¬ 
ployees  to  whom  they  are  due. 

2.10  Contract  Work  Hours  and  Safety 
Standards  Act — overtime  compensation — 
a.  Neither  the  Owner  nor  any  subcontractor 
contracting  for  any  part  of  the  work  which 
may  require  or  Involve  the  employment  of 
laborers  or  mechanics  shall  require  or  per¬ 
mit  any  laborer  or  mechanic  In  any  work¬ 
week  in  which  he  Is  employed  on  such  work 
to  work  in  excess  of  forty  hours  In  such 
workweek  unless  such  laborer  or  mechanic 
receives  compensation  at  a  rate  not  less  than 
one  and  one-half  times  his  basic  rate  of  pay 
for  all  hours  worked  In  excess  of  eight  hours 
in  any  calendar  day  or  In  excess  of  forty 
hours  in  any  such  workweek,  as  the  case 
may  be. 

b.  In  the  event  of  any  violation  of  the 
clause  set  forth  In  paragraph  a  of  this  Sec¬ 
tion,  the  Owner  and  any  subcontractor  re¬ 
sponsible  therefor  shall  be  liable  to  any  af¬ 
fected  employee  for  his  unpaid  wages.  In 
addition,  such  Owner  and  subcontractor 
shall  be  liable  to  the  United  States  for  liqui¬ 
dated  damages.  Such  liquidated  damages 
shall  be  computed,  with  respect  to  each  In¬ 
dividual  laborer  or  mechanic  employed  in 
violation  of  the  clause  set  forth  In  para¬ 
graph  a  of  this  Section,  In  the  stun  of  $10 
for  each  calendar  day  on  which  such  em¬ 
ployee  was  required  or  permitted  to  work 
in  excess  of  eight  hours  or  In  excess  of  the 
standard  workweek  of  forty  hours  without 
payment  of  the  overtime  wages  required  by 
the  clause  set  forth  In  paragraph  a. 

c.  The  Owner  shall  deposit  in  escrow  such 
amounts  determined  by  HUD  to  be  neces¬ 
sary  to  satisfy  any  liability  of  the  Owner  or 
any  subcontractor  for  liquidated  damages 
as  provided  In  paragraph  b  of  this  section. 

2.11  Termination;  debarment;  subcon¬ 
tracts — a.  A  breach  of  the  provisions  of  the 
foregoing  sections  2.6,  2.7,  2.8,  2.9,  and  2.10 
may  be  grounds  for  termination  of  this 
Agreement  and  for  debarment  as  provided 
in  29  CFR  8.6. 

b.  The  Owner  shall  Insert  In  any  subcon¬ 
tracts  sections  2.6  (and  with  respect  to 
Section  2.6g(2) ,  copies  of  29  CFR  5a.4,  5a.5, 


5a. 6,  and  5a.7  shall  be  attached),  2.7,  2.8, 
2.9,  2.10,  and  2.11a,  and  also  a  clause  re¬ 
quiring  the  subcontractors  to  include  these 
sections  In  any  lower  tier  subcontract  which 
they  may  enter  into,  together  with  a  clause 
requiring  this  Insertion  In  any  further  sub¬ 
contracts  that  may  In  turn  be  made. 

2.12  Disputes — a.  Except  as  otherwise 
provided  herein,  any  dispute  concerning  a 
question  of  fact  arising  under  this  Agree¬ 
ment  which  is  not  disposed  of  by  agree¬ 
ment  of  the  PHA  and  the  Owner  may  be  Sub¬ 
mitted  by  either  party  to  the  Department 
of  Housing  and  Urban  Development  field  of¬ 
fice  director  who  shall  make  a  decision  and 
shall  mall  or  otherwise  furnish  a  written 
copy  thereof  to  the  Owner  and  the  PHA. 

b.  The  decision  of  the  field  office  director 
shall  be  final  and  conclusive  unless,  within 
30  days  from  the  date  of.  receipt  of  such 
copy,  either  party  malls  or  otherwise  fur¬ 
nishes  to  the  Government  a  written  appeal 
addressed  to  the  Secretary  of  Housing  and 
Urban  Development.  The  decision  of  the 
Secretary  or  his  duly  authorized  represent¬ 
ative  for  the  determination  of  such  appeals 
shall  be  final  and  conclusive,  unless  deter¬ 
mined  by  a  court  of  competent  jurisdiction 
to  have  been  fraudulent,  or  capricious,  or 
arbitrary,  or  so  grossly  erroneous  as  neces¬ 
sarily  to  Imply  bad  faith,  or  not  supported 
by  substantial  evidence.  In  connection  with 
any  appeal  proceeding  under  this  Section, 
the  appellant  shall  be  afforded  an  opportu¬ 
nity  to  be  heard  and  to  offer  evidence  In  sup¬ 
port  of  his  appeal.  Pending  final  decision  of 
a  dispute  hereunder,  both  parties  shall  pro¬ 
ceed  diligently  with  the  performance  of  the 
Agreement  and  in  accordance  with  the  de¬ 
cision  of  the  field  office  director. 

c.  This  Section  does  not  preclude  consid¬ 
eration  of  questions  of  law  In  connection 
with  decisions  rendered  under  paragraphs 
a  and  b  of  this  section;  Provided,  however. 
That  nothing  herein  shall  be  construed  as 
making  final  the  decision  of  any  adminis¬ 
trative  official,  representative,  or  board  on  a 
question  of  law. 

2.13  Interest  of  members,  officers,  or  em¬ 
ployees  of  PHA,  members  of  local  governing 
body,  or  other  public  officials.  No  member, 
officer,  or  employee  of  the  PHA,  no  member 
of  the  governing  body  of  the  locality  (city 
and  county)  in  which  the  project  Is  situated, 
no  member  of  the  governing  body  of  the 
locality  In  which  the  PHA  was  activated,  and 
no  other  public  official  of  such  locality  or 
localities  who  exercises  any  functions  or  re¬ 
sponsibilities  with  respect  to  the  project, 
during  his  tenure  or  for  ohe  year  thereafter, 
shall  have  any  Interest,  direct  or  indirect. 
In  this  Agreement  or  In  any  proceeds  or 
benefits  arising  therefrom. 

2.14  Interest  of  member  of  or  delegate  to 
Congress.  No  member  of  or  delegate  to  the 
Congress  of  the  United  States  of  America  or 
resident  commissioner  shall  be  admitted  to 
any  share  or  part  of  this  Agreement  or  to  any 
benefits  which  may  arise  therefrom. 

2.15  Nonassignability — a.  The  Owner 
agrees  that  he  has  not  made  and  will  not 
make  any  sale,  assignment,  or  conveyance 
or  transfer  in  any  other  form,  of  this  Agree¬ 
ment  or  the  project  or  any  part  thereof  or 
any  of  his  interest  therein,  without  the  prior 
consent  of  the  PHA  and  the  Government; 
Provided,  however.  That  in  the  case  of  an  as¬ 
signment  as  security  for  the  purpose  of  ob¬ 
taining  financing  of  the  project,  the  PHA 
and  the  Government  shall  consent  In  writing 
If  the  terms  of  the  financing  have  been  ap¬ 
proved  by  the  Government.  An  assignment 
by  the  Owner  to  a  limited  partnership  of 
which  the  Owner  Is  the  sole  general  partner 
shall  not  be  considered  an  assignment  herein. 

b.  The  Owner  agrees  that  he  will  not 
change  to  a  different  rehabllitator  from  the 
one  named  In  the  preamble  of  this  Agree- 
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ment,  except  with  the  prior  consent  of  the 
PHA  and  the  Government. 

c.  The  Owner  agrees  that  the  approved  re- 
habllltator  has  not  made,  and  will  not  make, 
except  with  the  prior  consent  of  the  PHA 
and  the  Government,  any  assignment  or 
transfer  in  any  form  of  the  rehabllltator’a 
contract  to  construct  the  project,  or  of  any 
part  thereof,  or  any  of  the  rehabllltator's  In¬ 
terests  therein. 

d.  The  Owner  agrees  to  notify  the  PHA 
and  the  Government  promptly  of  any  pro¬ 
posed  action  covered  by  paragraph  a  or  b  or 
c  of  this  section.  The  Owner  further  agrees 
to  request  the  written  consent  of  the  PHA 
and  the  Government  in  regard  thereto,  ex¬ 
cept  In  the  case  of  an  assignment  as  security 
as  provided  In  paragraph  a  of  this  section. 

e.  For  the  purpose  of  this  section,  a 
transfer  of  stock  In  the  Owner  or  rehabillta- 
tor  In  whole  or  In  part,  by  a  party  holding 
ten  percent  or  more  of  the  stock  of  said 
Owner  or  rehabilitator,  or  a  transfer  by  more 
than  one  stockholder  or  the  owner  of  10  per¬ 
cent  or  more  of  the  stock  of  said  Owner,  or 
any  other  similarly  significant  change  In  the 
ownership  of  such  stock  or  In  the  relative 
distribution  thereof,  or  with  respect  to  the 
parties  In  control  of  the  Owner  or  rehabilita¬ 
te,  or  the  degree  thereof,  by  any  other 
method  or  means,  whether  by  Increased 
capitalization,  merger  with  another  corpora¬ 
tion,  corporate  or  other  amendments,  Issu¬ 
ance  of  new  or  additional  stock  or  classifica¬ 
tion  of  stock  or  otherwise,  shall  be  deemed 
an  assignment,  conveyance,  or  transfer  with 
respect  to  this  Agreement,  the  project  or  the 
rehabilitation  contract.  With  respect  to  this 
provision,  the  Owner,  and  the  party  signing 
this  Agreement  on  behalf  of  said  Owner,  rep¬ 
resent  that  they  have  the  authority  of  all  of 
the  existing  stockholders  of  the  Owner  to 
agree  to  this  provision  on  behalf  of  said 
stockholders  and  to  bind  them  with  respect 
thereto. 

Appendix  V — Housing  Assistance  Payments 
Contract — Substantial  Rehabilitation — 
Private -Owner /PHA  Project 

SECTION  8  HOUSING  ASSISTANCE  PAYMENTS 

PROGRAM 

Part  1 

This  Housing  Assistance  Payments  Con¬ 
tract  (“Contract”)  is  entered  Into  by  and 

between  the _ (“PHA”) ,  which  is 

a  public  housing  agency  as  defined  In  the 
United  States  Housing  Act  of  1937,  42  U.S.C. 
1437,  et  seq.  (“Act"),  at  section  1437a(6), 

and _ ("Owner”),  and  approved 

by  the  United  States  of  America  acting 
through  the  Department  of  Housing  and 
Urban  Development  (“Government"),  pur¬ 
suant  to  the  Act  and  the  Department  of 
Housing  and  Urban  Development  Act,  42 
Ufi.C.  3531,  et  seq. 

The  parties  hereto  agree  as  follows: 

1.1  Contents  of  contract.  This  Contract 
consists  of  Part  I,  Part  II,  and  the  following 
exhibits: 

Exhibit  A:  The  schedule  showing  the  num¬ 
ber  of  units  by  size  ("Contract  Units”)  and 
their  applicable  rents  (“Contract  Rents”); 

Exhibit  B:  The  Project  Description; 

Exhibit  C:  The  statement  of  services, 
maintenance  and  utilities  to  be  provided  by 
Owner; 

Exhibit  D:  The  Affirmative  Fair  Housing 
Marketing  Plan,  If  applicable;  and 

Additional  exhibits:  (Specify  additional 
exhibits,  If  any.  If  none,  insert  “None.”] 

This  Contract,  Including  said  exhibits, 
comprises  the  entire  agreement  between  the 
parties  hereto,  and  neither  party  Is  bound  by 
any  representations  or  agreements  of  any 
kind  except  as  contained  herein. 

1.2  Owner's  warranties. — a.  Legal  Capac¬ 
ity.  The  Owner  warrants  that  he  has  the 


legal  right  to  execute  this  Contract  and  to 
lease  dwelling  units  covered  by  thia  Contract. 

b.  Completion  of  Work.  The  Owner  war¬ 
rants  that  the  project  as  described  In  Exhibit 
B  Is  In  good  and  tenan table  condition  and 
that  all  work  has  been  completed  In  accord¬ 
ance  with  the  terms  and  conditions  of  the 
Agreement  to  Enter  into  Housing  Assistance 
Payments  Contract  (“Agreement”)  or  will 
be  completed  In  accordance  with  the  terms 
on  which  the  project  was  accepted.  The 
Owner  further  warrants  that  he  will  remedy 
any  defects  or  omissions  covered  by  this  war¬ 
ranty  if  called  to  his  attention  within  12 
months  of  the  effective  date  of  this  Contract. 

1.3  Families  to  be  housed;  PHA  assist¬ 
ance — a.  Families  To  Be  Housed.  The  Con¬ 
tract  Units  are  to  be  leased  by  the  Owner 
to  eligible  lower-income  families  (“Fam¬ 
ilies”)  for  use  and  occupancy  by  such  Fam¬ 
ilies  solely  as  private  dwellings. 

b.  PHA  Assistance.  The  PHA  hereby  agrees 
to  make  housing  assistance  payments  on 
behalf  of  Families  for  the  Contract  Units,  to 
enable  such  Families  to  lease  Decent,  Safe, 
and  Sanitary  housing  pursuant  to  section  8 
of  the  Act.  Such  housing  assistance  payments 
shall  equal  the  difference  between  the  Con¬ 
tract  Rents  for  units  leased  by  Families  and 
the  portion  of  such  rents  payable  by  Families 
as  determined  by  the  Owner  In  accordance 
with  schedules  and  criteria  established  by 
the  Government. 

1.4  Term  of  contract;  fiscal  year — a.  Term 
of  Contract.  The  initial  term  of  this  Contract 

shall  be _ years  (not  to  exceed 

five  years)  beginning  with  the  effective  date 

of  this  Contract  and  ending _ , 

19 _ _  This  Contract  may  be  renewed,  at 

the  sole  option  of  the  Owner,  for _ 

additional  term(s)  of _ years  each  (not  to 

exceed  five  years  each),  provided  that  the 
total  Contract  term  for  any  unit,  including 

renewals,  shall  not  exceed _ years.  [Insert 

number  as  specifically  authorized  by  the  Gov¬ 
ernment,  but  In  no  event  more  than  20  years, 
or  40  years  In  the  case  of  a  project  owned  by, 
or  financed  by  a  loan  or  a  loan  guarantee 
from,  a  State  or  local  agency.]  Renewal  shall 
be  automatic  unless  the  Owner  notifies  the 
PHA,  no  later  than  60  days  prior  to  the  ex¬ 
piration  of  the  current  term,  of  his  Intention 
not  to  renew.  If  the  project  Is  accepted  In 
stages,  the  dates  for  the  Initial  term  and  re¬ 
newal  terms  shall  be  separately  related  to  the 
units  In  each  stage:  Provided,  however,  That 
the  total  Contract  term  for  the  units  In  all 
the  stages  counting  from  the  effective  date 
of  the  Contract  with  respect  to  the  first 
stage,  shall  not  exceed  the  total  Contract 
term  specified  In  the  second  sentence  of  this 
paragraph  a,  plus  two  years. 

b.  Fiscal  Year.  The  Fiscal  Year  for  the  proj¬ 
ect  shall  be  the  12-month  period  ending  on 
_ (Insert  March  31,  June  30,  Sep¬ 
tember  30,  or  December  31,  as  determined  by 
the  Government]  of  each  calendar  year;  Pro¬ 
vided,  however,  that  the  first  Fiscal  Year  for 
the  project  shall  be  the  period  beginning  with 
the  effective  date  of  the  Contract  and  end¬ 
ing  on  the  last  day  of  said  established  Fiscal 
Year  whlclT  Is  not  less  than  months  after 
such  effective  date.  If  the  first  Fiscal  Year 
exceeds  12  months,  the  maximum  total  an¬ 
nual  housing  assistance  payment  In  Section 
1.6a  may  be  adjusted  by  the  addition  of  the 
pro  rata  amount  applicable  to  the  period  of 
operation  in  excess  of  12  months. 

1.5  Annual  contributions  contract — a. 
Identification  of  Annual  Contributions  Con¬ 
tract.  The  PHA  has  entered  Into  an  Annual 

Contributions  Contract  dated  _ _ 

19 _ _  with  the  Government,  with  respect  to 

Project  No.  _  (“ACC”),  under 

which  the  Government  will  provide  financial 
assistance  to  the  PHA  pursuant  to  section  8 
of  the  Act,  for  the  purpose  of  making  housing 
assistance  payments.  A  copy  of  the  ACC  shall 
be  provided  upon  request. 


b.  PHA  Pledge  of  Certain  ACC  Payments. 
The  PHA  hereby  pledges  to  the  payment  of 
housing  assistance  payments  pursuant  to  this 
Contract  the  portion  of  annual  contributions 
payable  under  the  ACC  for  such  housing  as¬ 
sistance  payments.  The  PHA  shall  not,  with¬ 
out  the  consent  of  the  Owner,  amend  or  mod¬ 
ify  the  ACC  In  any  manner  which  would 
reduce  the  amount  of  such  annual  contribu¬ 
tions,  except  as  authorized  In  the  ACC  and 
this  Contract. 

c.  Government  Approval  of  Housing  Assist¬ 
ance  Payments  Contract.  The  approval  of  this 
Contract  by  the  Government  signifies  that 
the  Government  has  executed  the  ACC  and 
that  the  ACC  has  been  properly  authorized; 
that  the  faith  of  the  United  States  Is  sol¬ 
emnly  pledged  to  the  payment  of  annual  con¬ 
tributions  pursuant  to  said  ACC;  and  that 
funds  have  been  obligated  by  the  Govern¬ 
ment  for  such  payments  to  assist  the  PHA  In 
the  performance  of  Its  obligations  under  the 
Contract. 

1.6  Maximum  housing  assistance  commit¬ 
ment;  project  reserve — a.  Maximum  Housing 
Assistance  Commitment.  Notwithstanding 
any  other  provisions  of  this  Contract  (other 
than  paragraph  b  of  this  Section)  or  any  pro¬ 
visions  of  any  other  contract  between  the 
PHA  and  the  Owner,  the  PHA  shall  not  be 
obligated  to  make  and  shall  not  make  any 
housing  assistance  payments  under  this  Con¬ 
tract  in  excess  of  $ _ per  annum 

(the  amount  specified  In  the  ACC  for  such 
housing  assistance  payments);  Provided, 
however,  that  this  amount  shall  be  reduced 
commensurate  with  any  reduction  In  the 
number  of  units  under  this  Contract. 

b.  Project  Reserve.  As  provided  in  the  ACC, 
a  project  account  shall  be  established  and 
maintained.  In  an  amount  as  determined 
by  the  Government  consistent  with  Its  re¬ 
sponsibilities  under  section  8(c)  (6)  of  the 
Act,  out  of  amounts  by  which  the  maximum 
annual  ACC  commitment  exceeds  amounts 
paid  under  the  ACC  for  any  Fiscal  Year.  This 
account  shall  be  established  and  maintained 
by  the  Government  as  a  specifically  Identi¬ 
fied  and  segregated  account.  To  the  extent 
funds  are  available  in  said  account,  the  max¬ 
imum  total  annual  housing  assistance  pay¬ 
ments  for  any  Fiscal  Year  may  exceed  the 
maximum  amount  stated  in  paragraph  a  of 
this  Section  to  cover  Increases  In  Contract 
Rents  or  decreases  In  Family  Incomes  (see 
section  1.9).  Any  amount  remaining  In  said 
account  after  payment  of  the  last  housing 
assistance  payment  with  respect  to  the  proj¬ 
ect  shall  be  applied  by  the  Government  as  a 
receipt  In  accordance  with  section  10(b)  of 
the  Act. 

1.7  Housing  assistance  payments  to  own¬ 
ers. — a.  General.  Housing  assistance  payments 
Bhall  be  paid  to  the  Owner  for  units  under 
lease  by  Families  In  accordance  with  the 
Contract.  The  housing  assistance  payment 
will  pay  the  Owner  the  difference  between  the 
Contract  Rent  and  that  portion  of  said  rent 
payable  by  the  Family  as  determined  In  ac¬ 
cordance  with  the  Government-established 
schedules  and  criteria.  The  amounts  of  hous¬ 
ing  assistance  payment  payable  on  behalf  of 
a  Family  and  the  amount  of  rent  payable 
by  such  Family  shall  be  subject  to  change  by 
reason  of  changes  In  Family  Income,  Family 
composition,  extent  of  exceptional  medical 
or  other  unusual  expenses,  or  by  reason  of 
adjustment  by  the  Government  of  any  ap¬ 
plicable  Allowance  for  Utilities  and  Other 
Services.  Any  such  change  shall  be  deter¬ 
mined  In  accordance  with  the  Government- 
established  schedules  and  criteria,  and  shall 
be  effective  as  of  the  date  stated  In  a  noti¬ 
fication  of  such  change  to  the  Family. 

b.  Vacancies  During  Rent-up.  If  a  Con¬ 
tract  Unit  Is  not  leased  as  of  the  effective 
date  of  the  Contract,  the  Owner  shall  be  en¬ 
titled  to  housing  assistance  payments  In  the 
amount  of  70  percent  of  the  Contract  Rent 
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for  the  unit  for  a  vacancy  period  not  exceed¬ 
ing  60  days  from  the  effective  date  of  the 
Contract,  provided  that  the  Owner  (1)  com¬ 
menced  marketing  and  otherwise  complied 
with  section  1.3b  of  the  Agreement,  (2)  has 
taken  and  continues  to  take  all  feasible  ac¬ 
tions  to  fill  the  vacancy.  Including,  but  not 
limited  to,  contacting  applicants  on  his  wait¬ 
ing  list,  requesting  the  PHA  and  other  ap¬ 
propriate  sources  to  refer  eligible  applicants, 
and  advertising  the  availability  of  the  unit, 
and  (3)  has  not  rejected  any  eligible  appli¬ 
cant,  except  for  good  cause  acceptable  to  the 
PHA. 

c.  Vacancies  After  Rent -up — (1)  If  a  Fam¬ 
ily  vacates  Its  unit  (other  than  as  a  result 
of  action  by  the  Owner  which  Is  in  violation 
of  the  Lease  or  the  Contract  or  any  appli¬ 
cable  law) ,  the  Owner  shall  receive  housing 
assistance  payments  In  the  amount  of  70 
percent  of  the  Contract  Bent  for  a  vacancy 
period  not  exceeding  60  days;  Provided,  how¬ 
ever,  that  If  the  Owner  collects  any  of  the 
Family’s  share  of  the  rent  for  this  period 
In  an  amount  which,  when  added  to  the  70 
percent  payments,  results  In  more  than  the 
Contract  Rent,  such  excess  shall  be  payable 
to  the  Government  or  as  the  Government 
may  direct.  (See  also  section  1.10b.)  The 
Owner  shall  not  be  entitled  to  any  payment 
under  this  subparagraph  unless  he:  (1)  Im¬ 
mediately  upon  learning  of  the  vacancy,  has 
notified  the  PHA  of  the  vacancy  or  prospec¬ 
tive  vacancy  and  the  reasons  for  the  vacancy, 
and  (11)  has  taken  and  continues  to  take  the 
actions  specified  In  paragraphs  b(2)  and 
•  b(3)  of  this  section. 

(2)  If  the  Owner  proposes  to  evict  a  Fam¬ 
ily,  he  shall  not  be  entitled  to  any  payment 
under  paragraph  c(l)  of  this  Section  unless 
the  request  for  such  payment  Is  supported 
by  a  certification  that  (1)  he  has  given  such 
Family  a  written  notice  of  the  proposed  evic¬ 
tion,  stating  the  grounds  and  advising  the 
Family  that  it  has  10  days  within  which  to 
present  Its  objections  to  the  Owner  In  writ¬ 
ing  or  In  person  and  (11)  the  proposed  evic¬ 
tion  Is  not  In  violation  of  the  Lease  or  the 
Contract  or  any  applicable  law. 

d.  Limitation  on  Payments  for  Vacant 
Units.  The  Owner  shall  not  be  entitled  to 
housing  assistance  payments  with  respect  to 
vacant  units  under  this  section  to  the  extent 
he  Is  entitled  to  payments  from  other  sources 
(e.g.,  payments  for  losses  of  rental  Income 
Incurred  for  holding  units  vacant  for  relo- 
catees  pursuant  to  Title  I  of  the  Housing  and 
Community  Development  Act  of  1974  or  pay¬ 
ments  under  Section  1.10b  of  this  Contract. 

e.  PHA  Not  Obligated  for  Family  Rent.  The 
PHA  has  not  assumed  any  obligation  for  the 
amount  of  rent  payable  by  any  Family  or  the 
satisfaction  of  any  claim  by  the  Owner 
against  any  Family  other  than  In  accordance 
with  section  1.10b  of  this  Contract.  The  fi¬ 
nancial  obligation  of  the  PHA  Is  limited  to 
making  housing  assistance  payments  on  be¬ 
half  of  Families  In  accordance  with  this 
Contract. 

f.  Owner’s  Monthly  Requests  for  Pay¬ 
ments — (1)  The  Owner  shall  submit  monthly 
requests  to  the  PHA  or  as  directed  by  the 
PHA  for  housing  assistance  payments.  Each 
such  request  shall  set  forth:  (1)  the  name  of 
each  Family  and  the  address  and/or  number 
of  the  unit  leased  by  the  Family;  (11)  the 
address  and/or  the  number  of  units,  If  any, 
not  leased  to  Families  for  which  the  Owner 
Is  claiming  payments;  (111)  the  Contract  Rent 
as  set  forth  in  Exhibit  A  for  each  unit  for 
which  the  Owner  Is  claiming  payments;  (lv) 
the  amount  of  rent  payable  by  the  Family 
leasing  the  unit;  and  (v)  the  total  amount  of 
housing  assistance  payments  requested  by 
the  Owner. 

(2)  If  the  Owner  has  received  an  exces¬ 
sive  payment,  the  PHA  or  the  Government,  In 
addition  to  any  other  rights  to  recovery,  may 


deduct  the  amount  from  any  subsequent 
payment  or  payments. 

(3)  The  statement  set  forth  In  each  of  the 
Owner’s  monthly  requests  for  housing  assist¬ 
ance  payments  shall  be  made  subject  to 
penalty  under  18  U.S.C.  1001,  which  provides, 
among  other  things,  that  whoever  knowingly 
and  willfully  makes  or  uses  a  document  or 
writing  containing  any  false,  fictitious,  or 
fraudulent  statement  or  entry.  In  any  matter 
within  the  Jurisdiction  of  any  department  or 
agency  of  the  United  States,  shall  be  fined 
not  more  than  $10,000  or  Imprisoned  for  not 
more  than  five  years,  or  both. 

1.8  Maintenance,  operation  and  inspec¬ 
tion — a.  Maintenance  and  Operation.  The 
Owner  agrees  (1)  to  maintain  and  operate 
the  Contract  Units  and  related  facilities  so 
as  to  provide  Decent,  Safe,  and  Sanitary 
housing,  and  (2)  to  provide  all  the  serv¬ 
ices,  maintenance  and  utilities  set  forth  In 
Exhibit  C.  If  the  PHA  determines  that  the 
Owner  is  not  meeting  any  of  these  obliga¬ 
tions,  the  PHA  shall  have  the  right.  In  addi¬ 
tion  to  Its  other  rights  and  remedies  under 
this  Contract,  to  abate  housing  assistance 
payments  in  whole  or  in  part. 

b.  Inspection — (1)  Prior  to  occupancy  of 
any  unit  by  a  Family,  the  Owner  and  the 
Family  shall  Inspect  the  unit  and  both  shall 
certify,  on  the  form  prescribed  by  the  Gov¬ 
ernment,  that  they  have  Inspected  the  unit 
and  have  determined  It  to  be  Decent,  Safe, 
and  Sanitary  In  accordance  with  the  criteria 
provided  In  the  prescribed  form. 

(2)  The  PHA  shall  Inspect  or  cause  to  be 
inspected  each  Contract  Unit  and  related 
facilities  at  least  annually  and  at  such  other 
times  (Including  prior  to  initial  occupancy 
of  any  unit)  as  the  PHA  may  determine  to 
be  necessary  to  assure  that  the  Owner  Is 
meeting  his  obligation  to  maintain  the  units 
In  Decent,  Safe,  and  Sanitary  condition  and 
to  provide  the  agreed  upon  utilities  and 
other  services.  The  PHA  shall  take  into  ac¬ 
count  complaints  by  occupants  and  any  other 
Information  coming  to  Its  attention  In  sched¬ 
uling  inspections. 

c.  Units  Not  Decent,  Safe,  and  Sanitary.  If 
the  PHA  notifies  the  Owner  that  he  has 
failed  to  maintain  a  dwelling  unit  in  Decent, 
Safe,  and  Sanitary  condition  and  the  Owner 
falls  to  take  corrective  action  within  the 
time  prescribed  In  the  notice,  the  PHA  may 
exercise  any  of  Its  rights  or  remedies  under 
the  Contract,  Including  abatement  of  housing 
assistance  payments,  even  If  the  Family  con¬ 
tinues  to  occupy  the  unit.  If,  however,  the 
Family  wishes  to  be  rehoused  In  another 
dwelling  unit  with  section  8  assistance  and 
the  PHA  does  not  have  other  section  8  funds 
for  such  purposes,  the  PHA  may  use  the 
abated  housing  assistance  payments  for  the 
purpose  of  rehousing  the  Family  In  another 
dwelling  unit.  Where  this  Is  done,  the  Owner 
shall  be  notified  that  he  will  be  entitled  to 
resumption  of  housing  assistance  payments 
for  the  vacated  dwelling  unit  If  (1)  the  unit 
Is  restored  to  Decent,  Safe,  and  Sanitary  con¬ 
dition,  (2)  the  Family  Is  willing  to  and  does 
move  back  into  the  restored  unit,  and  (3) 
a  deduction  Is  made  for  the  expenses  In¬ 
curred  by  the  Family  for  both  moves. 

d.  Notification  of  Abatement.  Any  abate¬ 
ment  of  housing  assistance  payments  shall 
be  effective  as  provided  in  written  notifica¬ 
tion  to  the  Owner.  The  PHA  shall  promptly 
notify  the  Family  of  any  such  abatement. 

e.  Overcrowded  and  Underoccupied  Units. 
If  the  PHA  determines  that  a  Contract  Unit 
Is  not  Decent,  Safe,  and  Sanitary  by  reason  of 
overcrowding,  or  that  a  Contract  unit  Is  larger 
than  appropriate  for  the  size  of  the  Family 
In  occupancy,  housing  assistance  payments 
with  respect  to  such  unit  will  not  be  abated, 
unless  the  Owner  falls  to  offer  the  Family 
a  suitable  unit  as  soon  as  one  becomes 
vacant  and  ready  for  occupancy.  In  the  case 
of  an  overcrowded  unit,  if  the  Owner  does 


not  have  any  suitable  units  or  if  no  vacancy 
of  a  suitable  unit  occurs  within  a  reason¬ 
able  time,  the  PHA  will  assist  the  Family  In 
finding  a  suitable  dwelling  unit  and  require 
the  Family  to  move  to  such  a  unit  as  soon  as 
possible.  The  owner  may  receive  housing 
assistance  payments  for  the  vacated  unit  If 
he  complies  with  the  requirements  of  section 
1.7c(l). 

1.9  Rent  adjustments — a.  Funding  of  Ad¬ 
justments.  Housing  assistance  payments  will 
be  made  In  increased  amounts  commensurate 
with  Contract  Rent  Adjustments  under  this 
Section  up  to  the  maximum  total  annual 
housing  assistance  payments  committed  un¬ 
der  section  1.6a  of  this  Contract.  The  pro¬ 
visions  of  the  ACC  which  are  referred  to  In 
section  1.6b  of  this  Contract  are  designed 
(by  providing  for  maximum  total  annual 
commitments  in  excess  of  the  amounts  re¬ 
quired  at  the  time  of  the  Initial  rental  of 
dwelling  units  and  by  setting  aside  such  ex¬ 
cess  amounts  In  a  project  reserve)  to  assure 
that  housing  assistance  payments  will  be  In¬ 
creased  on  a  timely  basis  to  cover  Increases 
In  Contract  Rents  or  decreases  In  Family  in¬ 
comes.  The  ACC  further  provides  that  the 
Government  will  take  such  additional  steps 
authorized  by  section  8(c)  (6)  of  the  Act  as 
may  be  necessary  to  carry  out  this  assurance, 
including  (as  provided  In  that  section)  "the 
reservation  of  annual  contributions  authority 
for  the  purpose  of  amending  housing  as¬ 
sistance  contracts  or  the  allocation  of  a  por¬ 
tion  of  new  authorizations  for  the  purpose 
of  amending  housing  assistance  contracts.” 

b.  Automatic  Annual  Adjustments — (1) 
Automatic  Annual  Adjustment  Factors  will 
be  determined  by  the  Government  at  least 
annually;  Interim  revisions  may  be  made  as 
market  conditions  warrant.  Such  Factors 
and  the  basis  for  their  determination  will  be 
published  In  the  Federal  Register.  These 
published  Factors  will  be  reduced  appropri¬ 
ately  by  the  Government  where  utilities  are 
paid  directly  by  the  Families. 

(2)  On  each  anniversary  date  of  the  Con¬ 
tract,  the  Contract  Rents  shall  be  adjusted 
by  applying  the  applicable  Automatic  An¬ 
nual  Adjustment  Factor  most  recently  pub¬ 
lished  by  the  Government.  Contract  Rents 
may  be  adjusted  upward  or  downward,  as 
may  be  appropriate;  however.  In  no  case 
shall  the  adjusted  Contract  Rents  be  less 
than  the  Contract  Rents  on  the  effective  date 
of  the  Contract. 

c.  Special  Additional  Adjustments.  Special 
additional  adjustments  may  be  granted, 
when  approved  by  the  Government,  to  re¬ 
flect  Increases  In  the  actual  and  necessary 
expenses  of  owning  and  maintaining  the 
Contract  Units  which  have  resulted  from 
substantial  general  Increases  In  real  property 
taxes,  utility  rates,  or  similar  costs  (l.e.,  costs 
for  which  the  price  or  rate  Is  established  by 
or  subject  to  regulation  by  a  public  body  or 
entity),  but  only  If  and  to  the  extent  that 
the  Owner  clearly  demonstrates  that  such 
general  Increases  have  caused  Increases  In 
the  Owner’s  operating  costs  which  are  not 
adequately  compensated  for  by  automatic 
annual  adjustments.  The  Owner  shall  sub¬ 
mit  to  the  Government  financial  statements 
which  clearly  support  the  Increase. 

d.  Overall  Limitation.  Notwithstanding  any 
other  provisions  of  this  Contract,  adjust¬ 
ments  as  provided  In  this  Section  shall  not 
result  In  material  differences  between  the 
rents  charged  for  assisted  and  comparable 
unassisted  units,  as  determined  by  the 
Government. 

e.  Incomporation  of  Rent  Adjustment.  Any 
adjustment  In  Contract  Rents  shall  be  In¬ 
corporated  Into  Exhibit  A  by  a  dated  adden¬ 
dum  to  the  exhibit. 

1.10  Marketing  and  leasing  of  units — a. 
Compliance  with  Equal  Opportunity.  Mar¬ 
keting  of  units  and  selection  of  Families  by 
the  Owner  shall  be  In  accordance  with  the 
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Owner's  Government-approved  Affirmative 
Pair  Housing  Marketing  Plan,  shown  as  Ex¬ 
hibit  D,  and  with  all  regulations  relating  to 
fair  housing  advertising. 

b.  Security  Deposits  — The  Owner  shall  not 
require  Families  to  pay  security  deposits  In 
lieu  thereof,  the  Owner  may  claim  reimburse¬ 
ment  from  the  PHA  under  this  Contract  for 
unpaid  rent  by  a  departing  Family  and/or 
cost  of  repairs  for  damage  caused  by  such 
Family  not  to  exceed  a  total  reimbursement 
In  an  amount  equal  to  one  month's  Contract 
Rent. 

c.  Eligibility,  Selection  and  Admission  of 
Families — (1)  The  Owner  shall  be  respon¬ 
sible  for  determination  of  eligibility  of  ap¬ 
plicants,  selection  of  families  from  among 
those  determined  to  be  eligible,  and  compu¬ 
tation  of  the  amount  of  housing  assistance 
payments  on  behalf  of  each  selected  Family 
In  accordance  with  schedules  and  criteria 
established  by  the  Government.  In  the  Initial 
renting  of  the  Contract  Units,  the  Owner 
shall  lease  at  least  30  percent  to  Very  Low- 
Income  Families  (determined  In  accordance 
with  the  Government-established  schedules 
and  criteria)  and  shall  thereafter  exercise  his 
best  efforts  to  maintain  at  least  30  percent 
occupancy  of  the  Contract  Units  by  Very 
Low-Income  Families  as  determined  In  ac¬ 
cordance  with  such  schedules  and  criteria. 

(2)  The  Lease  entered  Into  between  the 
Owner  and  each  selected  Family  shall  be  on 
the  form  of  Lease  approved  by  the  Govern¬ 
ment. 

(3)  The  Owner  shall  make  a  reexamina¬ 
tion  of  Family  Income,  composition,  and  the 
extent  of  medical  or  other  unusual  expenses 
Incurred  by  the  Family,  at  least  annually 
(except  that  such  reviews  may  be  made  at 
Intervals  of  no  longer  than  two  years  In  the 
case  of  elderly  Families),  and  appropriate 
rede  terminations  shall  be  made  by  the  Owner 
of  the  amount  of  Family  contribution  and 
the  amount  of  housing  assistance  payment, 
all  In  accordance  with  schedules  and  criteria 
established  by  the  Government. 

d.  Rent  Redetermination  after  Adjustment 
in  Allowance  for  Utilities  and  Other  Serv¬ 
ices.  In  the  event  that  the  Owner  Is  notified 
of  a  Government  determination  making  an 
adjustment  In  the  Allowance  for  Utilities 
and  Other  Services  applicable  to  any  of  the 
Contract  Units,  the  Owner  shall  promptly 
make  a  corresponding  adjustment  in  the 
amount  of  rent  to  be  paid  by  the  affected 
Families  and  the  amount  of  housing  asslst- 

'  ance  payments. 

e.  Processing  of  Applications  and  Com¬ 
plaints.  The  Owner  shall  process  applications 
for  admission,  notifications  to  applicants, 
and  complaints  by  applicants  In  accordance 
with  applicable  Government  requirements 
and  shall  maintain  records  and  furnish  such 
copies  or  other  Information  as  may  be  re¬ 
quired  by  the  Government. 

f.  Review;  Incorrect  Payments.  In  making 
housing  assistance  payments  to  Owners,  the 
PHA  or  the  Government  will  review  the  Own¬ 
er’s  determinations  under  this  Section.  If  as 
a  result  of  this  review,  or  other  reviews, 
audits  or  Information  received  by  the  PHA 
or  the  Government  at  any  time,  It  Is  deter¬ 
mined  that  the  Owner  has  received  Improper 
or  excessive  housing  assistance  payments, 
the  PHA  or  the  Government  shall  have  the 
right  to  deduct  the  amount  of  such  over¬ 
payments  from  any  amounts  otherwise  due 
the  Owner,  or  otherwise  effect  recovery 
thereof. 

1.11  Termination  of  tenancy.  The  Owner 
shall  be  responsible  for  termination  of  ten¬ 
ancies,  Including  evictions.  However,  condi¬ 
tions  for  payment  of  housing  assistance  pay¬ 
ments  for  any  resulting  vacancies  shall  be 
as  set  forth  In  section  1.7c. 

1.12  Reduction  of  number  of  contract 
units  for  failure  to  lease  to  eligible  families — 


a.  Twelve  Months  after  Effective  Date  of  Con¬ 
tract.  If  at  any  time,  beginning  six  months 
after  the  effective  date  of  this  Contract,  the 
Owner  falls  for  a  continuous  period  of  six 
months  to  have  at  least  80  percent  of  the 
Contract  Units  leased  or  available  for  leasing 
by  Families,  the  PHA,  with  Government  ap¬ 
proval,  may  on  30  days  notice  reduce  the 
number  of  Contract  Units  to  not  less  than 
the  number  of  units  under  lease  or  available 
for  leasing  by  Families,  plus  10  percent  of 
such  number,  If  that  number  Is  10  or  more, 
rounded  to  the  next  highest  number. 

b.  At  End  of  Initial  and  Each  Renewal 
Term.  At  the  end  of  the  initial  term  of  the 
Contract  and  of  each  renewal  term,  the  PHA, 
with  Government  approval,  may,  by  notice 
to  the  Owner,  reduce  the  number  of  Con¬ 
tract  Units  to  not  less  than  ( 1 )  the  number 
of  units  under  lease  or  available  for  leasing 
by  Families  at  that  time  or  (2)  the  average 
number  of  units  so  leased  or  available  for 
leasing  during  the  last  year,  whichever  Is 
the  greater  number,  plus  10  percent  of  such 
number.  If  the  number  is  10  or  more,  rounded 
to  the  next  highest  number. 

Effective  date.  The  effective  date  of  this 

Contract  is _ _  19...  (Insert  date 

which  shall  be  no  earlier  than  the  date  of 
approval  by  the  Government.] 

WARNING:  18  U.S.C.  1001  provides,  among 
other  things,  that  whoever  knowingly  and 
willfully  makes  or  uses  a  document  or  writ¬ 
ing  containing  any  false,  fictitious,  or  fraudu¬ 
lent  statement  or  entry.  In  any  matter  with¬ 
in  the  jurisdiction  of  any  department  or 
agency  of  the  United  States,  shall  be  fined 
not  more  than  $10,000  or  Imprisoned  for  not 
more  than  five  years,  or  both. 

OWNER _ 

APPROVED:  By  . 

(Official  Title) 
Date  . . 19„ 

United  States  of 
America 

Secretary  of  Housing 
and  Urban 
Development 

By . . .  PHA  . 

. - .  By  . . . 

(Official  Title)  (Official  Title) 

Date _ _  19—  Date _ _  19__ 

(If  the  project  Is  to  be  completed  and  ac¬ 
cepted  In  stages,  execution  of  the  Contract 
with  respect  to  the  several  stages  appears  on 
the  following  pages  of  this  Contract.] 

Execution  of  Contract  With  Respect  to 
Contract  Units  Completed  and  Accepted 
in  Stages 

Stage  1 

This  Contract  Is  hereby  executed  with  re¬ 
spect  to  the  units  described  In  Exhibit  A-l. 

Effective  date.  The  effetclve  date  of  this 
Contract  with  respect  to  the  units  described 

In  Exhibit  A-l  is _ ,  19 _ (Insert 

date  which  shall  be  no  earlier  than  the  date 
of  approval  by  the  Government.] 

APPROVED:  OWNER  _ 

By . 

(Official  Title) 
Date _ _  19— 

United  States  of  America 
Secretary  of  Housing  and 
Urban  Development 

By _ _ _  PHA  . 

— .  By . 

(Official  Title)  (Official  Title) 

Date _ _  19 _  Date _ _  19.. 

Stage  2 

This  Contract  Is  hereby  executed  with  re¬ 
spect  to  the  units  described  In  Exhibit  A-2. 

Effective  date.  The  effective  date  of  this 
Contract  with  respect  to  the  units  described 


in  Exhibit  A-2  Is . .  19 . [In¬ 

sert  date  which  shall  be  no  earlier  than  the 
date  of  approval  by  the  Government.] 

OWNER . 

APPROVED:  By . 

(Official  Title) 
Date . 19— 

United  States  of  America 
Secretary  of  Housing  and 
Urban  Development 

PHA  .  By . 

By . 

(Official  Title)  (Official  Title) 

Date _ _  19 _  Date _ _  19— 

Stage  3 

This  Contract  is  hereby  executed  with  re¬ 
spect  to  the  units  described  In  Exhibit  A-3. 

Effective  date.  The  effective  date  of  this 
Contract  with  respect  to  the  units  described 
in  Exhibit  A-3  Is  . . .  19 . (In¬ 

sert  date  which  shall  be  no  earlier  than  the 
date  of  approval  by  the  Government.] 

OWNER . 

APPROVED:  By . 

(Official  Title) 
Date _ _  19— 

United  States  of 
America,  Secretary  oj 
Housing  and  Urban 
Development 

PHA  . . . 

By . 

(Official  Title) 

By _ _  Date _ _  19— 


(Official  Title) 

Date . 19.. 

Part  II 

2.1  Nondiscrimination  in  housing — a.  The 
Owner  shall  not  In  the  selection  of  Fam¬ 
ilies,  In  the  provision  of  services,  or  in 
any  other  manner,  discriminate  against  any 
person  on  the  grounds  of  race,  color,  creed, 
religion,  sex,  or  national  origin.  No  person 
shall  be  automatically  excluded  from  par¬ 
ticipation  in,  or  be  denied  the  benefits  of, 
the  Housing  Assistance  Payments  Program 
because  of  membership  In  a  class  such  as 
unmarried  mothers,  recipients  of  public  as¬ 
sistance,  etc. 

b.  The  Owner  shall  comply  with  all  re¬ 
quirements  Imposed  by  Title  VIII  of  the 
Civil  Rights  Act  of  1968,  and  any  rules  and 
regulations  pursuant  thereto. 

c.  The  Owner  shall  comply  with  all  re¬ 
quirements  Imposed  by  Title  VI  of  the  Civil 
Rights  Act  of  1964,  Pub.  L.  88-362,  78  Stat. 
241;  the  regulations  of  the  Department  of 
Housing  and  Urban  Development  Issued 
thereunder,  24  CFR,  Subtitle?  A,  Part  1,  S  1.1, 
et  seq.;  the  requirements  of  said  Depart¬ 
ment  pursuant  to  said  regulations;  and 
Executive  Order  11063  to  the  end  that.  In 
accordance  with  that  Act,  the  regulations 
and  requirements  of  said  Department  there¬ 
under,  and  said  Executive  Order,  no  person 
In  the  United  States  shall,  on  the  grounds  of 
race,  color,  creed,  religion  or  national  origin, 
be  excluded  from  participation  In,  or  be 
denied  the  benefits  of,  the  Housing  Assist¬ 
ance  Payments  Program,  or  be  otherwise 
subjected  to  discrimination.  This  provision 
Is  Included  pursuant  to  the  regulations  of 
the  Department  of  Housing  and  Urban  De¬ 
velopment,  24  CFR,  Subtitle  A,  Part  1,  {  1.1, 
et  seq.;  Issued  under  Title  VI  of  the  said 
Civil  Rights  Act  of  1964,  and  the  require¬ 
ments  of  said  Department  pursuant  to  said 
regulations;  and  the  obligation  of  the  Owner 
to  comply  therewith  Inures  to  benefit  of  the 
Government,  the  said  Department,  and  the 
PHA  any  of  which  shall  be  entitled  to  In¬ 
voke  any  remedies  available  by  law  to  re- 
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dress  any  breach  thereof  or  to  compel  com¬ 
pliance  therewith  by  the  Owner. 

2.2  Training,  employment,  and  contract¬ 
ing  opportunities  for  businesses  and  lower- 
income  persons 1 — a.  The  project  assisted 
under  this  Contract  Is  subject  to  the  require¬ 
ments  of  section  3  of  the  Housing  and  Urban 
Development  Act  of  1968,  as  amended,  12 
U.S.C.  1701u.  Section  3  requires  that,  to  the 
greatest  extent  feasible,  opportunities  for 
training  and  employment  be  given  lower- 
income  residents  of  the  project  area  and  con¬ 
tracts  for  work  In  connection  with  the  proj¬ 
ect  be  awarded  to  business  concerns  which 
are  located  In,  or  owned  In  substantial  part 
by  persons  residing  In,  the  area  of  the  project. 

b.  Notwithstanding  any  other  provision  of 
this  Contract,  the  Owner  shall  carry  out  the 
provisions  of  said  section  3  and  the  regula¬ 
tions  Issued  pursuant  thereto  by  the  Secre¬ 
tary  of  Housing  and  Urban  Development  set 
forth  in  24  CFR  Part  135  (published  in  38  FR 
29220,  October  23,  1973),  and  all  applicable 
rules  and  orders  of  the  Secretary  issued 
thereunder  prior  to  the  execution  of  this 
Contract.  The  requirements  of  said  regula¬ 
tions  Include,  but  are  not  limited  to,  develop¬ 
ment  and  Implementation  of  an  affirmative 
action  plan  for  utilizing  business  concerns 
located  within,  or  owned  In  substantial  part 
by  persons  residing  In,  the  area  of  the  proj¬ 
ect;  the  making  of  a  good  faith  effort,  as 
defined  by  the  regulations,  to  provide  train¬ 
ing,  employment,  and  business  opportunities 
required  by  section  3;  and  Incorporation  of 
the  "section  3  clause”  specified  by  f  135.20(b) 
of  the  regulations  and  paragraph  d  of  this 
Section  In  all  contracts  for  work  In  connec¬ 
tion  with  the  project.  The  Owner  certifies 
and  agrees  that  he  Is  under  no  contractual 
or  other  disability  which  would  prevent  him 
from  complying  with  these  requirements. 

c.  Compliance  with  the  provisions  of  section 
3,  the  regulations  set  forth  In  24  CFR  Part 
135,  and  all  applicable  rules  and  orders  of  the 
Secretary  Issued  thereunder  prior  to  approval 
by  the  Government  of  the  application  for 
this  Contract,  shall  be  a  condition  of  the 
Federal  financial  assistance  provided  to  the 
project,  binding  upon  the  Owner,  his  suc¬ 
cessors  and  assigns.  Failure  to  fulfill  these 
requirements  shall  subject  the  Owner,  his 
contractors  and  subcontractors,  his  succes¬ 
sors,  and  assigns  to  the  sanction  specified  by 
this  Contract  and  to  such  sanctions  as  are 
specified  by  24  CFR  135.135. 

d.  The  Owner  shall  Incorporate  or  cause  to 
be  incorporated  Into  any  contract  or  subcon¬ 
tract  for  work  pursuant  to  this  Contract  in 
excess  of  $50,000  cost,  the  following  clause: 

EMPLOYMENT  Or  PROJECT  AREA  RESIDENTS  AND 
CONTRACTORS 

A.  The  work  to  be  performed  under  this 
Contract  Is  on  a  project  assisted  under  a  pro¬ 
gram  providing  direct  Federal  financial  as¬ 
sistance  from  the  Department  of  Housing  and 
Urban  Development  and  Is  subject  to  the  re¬ 
quirements  of  section  3  of  the  Housing  and 
Urban  Development  Act  of  1968,  as  amended, 
12  U.S.C.  1701u.  Section  3  requires  that,  to 
the  greatest  extent  feasible,  opportunities  for 
training  and  employment  be  given  lower- 
income  residents  of  the  project  area  and  con¬ 
tracts  for  work  In  connection  with  the  proj¬ 
ect  be  awarded  to  business  concerns  which 
are  located  In,  or  owned  In  substantial  part 
by  persons  residing  In,  the  area  of  the  project. 

B.  The  parties  to  this  Contract  will  com¬ 
ply  with  the  provisions  of  said  section  3  and 
the  regulations  Issued  pursuant  thereto  by 
the  Secretary  of  Housing  and  Urban  Develop¬ 
ment  set  forth  In  24  CFR  Part  135,  and  all 


1  Strike  this  section  If  the  Contract  Rents 
on  the  effective  date  of  this  Contract,  over 
the  maximum  term  of  this  Contract,  are 
$500,000  or  less. 


applicable  rules  and  orders  of  the  Depart¬ 
ment  Issued  thereunder  prior  to  the  execu¬ 
tion  of  this  Contract.  The  parties  to  this 
Contract  certify  and  agree  that  they  are 
under  no  contractual  or  other  disability 
which  would  prevent  them  from  complying 
with  these  requirements. 

C.  The  contractor  will  send  to  each  labor 
organization  or  representative  of  workers 
with  which  he  has  a  collective  bargaining 
agreement  or  other  contract  or  understand¬ 
ing,  if  any,  a  notice  advising  the  said  labor 
organization  or  workers’  representative  of 
his  commitments  under  this  section  3  clause 
and  shall  post  copies  of  the  notice  In  con¬ 
spicuous  places  available  to  employees  and 
applicants  for  employment  or  training. 

D.  The  contractor  will  Include  this  section 
3  clause  In  every  subcontract  for  work  In 
connection  with  the  project  and  will,  at  the 
direction  of  the  applicant  for  or  recipient  of 
Federal  financial  assistance,  take  appropriate 
action  pursuant  to  the  subcontract  upon  a 
finding  that  the  subcontract  Is  in  violation 
of  regulations  Issued  by  the  Secretary  of 
Housing  and  Urban  Development,  24  CFR 
Part  135.  The  contractor  will  not  subcontract 
with  any  subcontractor  where  It  has  notice 
or  knowledge  that  the  latter  has  been  found 
in  violation  of  regulations  under  24  CFR 
Part  135,  and  will  not  let  any  subcontract 
unless  the  subcontractor  has  first  provided 
it  with  a  preliminary  statement  of  ability  to 
comply  with  the  requirements  of  these  reg¬ 
ulations. 

E.  Compliance  with  the  provisions  of  sec¬ 
tion  3,  the  regulations  set  forth  In  24  CFR 
Part  135,  and  all  applicable  rules  and  orders 
of  the  Department  Issued  thereunder  prior 
to  the  execution  of  the  Contract,  shall  be  a 
condition  of  the  Federal  financial  assistance 
provided  to  the  project,  binding  upon  the 
applicant  or  recipient  for  such  assistance,  Its 
successors,  and  assigns.  Failure  to  fulfill  these 
requirements  shall  subject  the  applicant  or 
recipient.  Its  contractors  and  subcontractors, 
its  successors,  and  assigns  to  those  sanctions 
specified  by  the  grant  or  loan  agreement  or 
contract  through  which  Federal  assistance 
Is  provided,  and  to  such  sanctions  as  are 
specified  by  24  CFR  135.135. 

e.  The  Owner  agrees  that  he  will  be  bound 
by  the  above  Employment  of  Project  Area 
Residents  and  Contractors  clause  with  re¬ 
spect  to  his  own  employment  practices  when 
he  participates  In  federally  assisted  work. 

2.3  Cooperation  in  equal  opportunity 
compliance  reviews.  The  PHA  and  the  Owner 
shall  cooperate  with  the  Government  In  the 
conducting  of  compliance  reviews  and  com¬ 
plaint  investigations  pursuant  to  all  appli¬ 
cable  civil  rights  statutes,  Executive  Orders, 
and  rules  and  regulations  pursuant  thereto. 

2.4  Flood  insurance.  If  the  project  is  lo¬ 

cated  in  an  area  that  has  been  Identified  by 
the  Secretary  of  Housing  and  Urban  Develop¬ 
ment  as  an  area  having  special  flood  hazards 
and  If  the  sale  of  flood  Insurance  has  been 
made  available  under  the  National  Flood  In¬ 
surance  Act  of  1968,  the  Owner  agrees  that 
the  project  will  be  covered,  during  Its  antici¬ 
pated  economic  or  useful  life,  by  flood  Insur¬ 
ance  In  an  amount  at  least  equal  to  its 
development  or  project  cost  (less  estimated 
land  cost)  or  to  the  maximum  limit  of 
coverage  made  available  with  respect  to  the 
particular  type  of  property  under  the  Na¬ 
tional  Flood  Insurance  Act  of  1968,  whichever 
Is  less.  „ 

2.5  Clean  Air  Act  and  Federal  Water  Pol¬ 
lution  Control  Act.2  In  compliance  with  regu¬ 
lations  Issued  by  the  Environmental  Pro- 


1  Strike  this  section  If  the  Contract  Rents 
on  the  effective  date  of  this  Contract,  over 
the  maximum  total  term  of  this  Contract,  are 
$100,000  or  less. 


tectlon  Agency  (“EPA”),  40  CFR  Part  15,  39 
FR  11099,  pursuant  to  the  Clean  Air  Act,  as 
amended  (“Air  Act”),  42  U.S.C.  1857,  et  seq., 
the  Federal  Water  Pollution  Control  Act,  as 
amended  (“Water  Act”),  33  U.S.C.  1251,  et 
seq.,  and  Executive  Order  11738,  the  Owner 
agrees  that : 

a.  Any  facility  to  be  utilized  In  the  per¬ 
formance  of  this  Contract  or  any  subcontract 
shall  not  be  a  facility  listed  on  the  EPA  List 
of  Violating  Facilities  pursuant  to  §  15.20  of 
said  regulations; 

b.  He  will  promptly  notify  the  PHA  of  the 
receipt  of  any  communication  from  the  EPA 
indicating  that  a  facility  to  be  utilized  for 
the  Contract  is  under  consideration  to  be 
listed  on  the  EPA  List  of  Violating 
Faculties; 

c.  He  wUl  comply  with  all  the  requirements 
of  section  114  of  the  Air  Act  and  section  308 
of  the  Water  Act  relating  to  Inspection,  mon¬ 
itoring,  entry,  reports,  and  Information,  as 
well  as  all  other  requirements  specified  In 
section  114  and  section  308  of  the  Air  Act 
and  the  Water  Act,  respectively,  and  all  regu¬ 
lations  and  guidelines  Issued  thereunder;  and 

d.  He  will  include  or  cause  to  be  Included 
the  provisions  of  this  section  In  every  non¬ 
exempt  subcontract,  and  that  he  will  take 
such  action  as  the  Government  may  direct 
as  a  means  of  enforcing  such  provisions. 

2.6  Reports  and  access  to  premises  and 
records. — a.  The  Owner  shall  furnish  such 
information  and  reports  pertinent  to  the 
Contract  as  reasonably  may  be  required  from 
time  to  time  by  the  PHA  or  the  Government. 

b.  The  Owner  shall  permit  the  PHA  or  the 
Government  or  any  of  their  duly  author¬ 
ized  representatives  to  have  access  to  the 
premises  and,  for  the  purpose  of  audit  and 
examination,  to  have  access  to  any  books, 
documents,  papers  and  records  of  the  Owner 
that  are  pertinent  to  compliance  with  this 
Contract,  Including  the  verification  of  In¬ 
formation  pertinent  to  the  monthly  requests 
for  housing  assistance  payments. 

2.7  Difault  by  the  owner — a.  A  default 
by  the  Owner  under  this  Contract  shall  re¬ 
sult  If : 

(1)  The  Owner  has  violated  or  failed  to 
comply  with  any  provision  of,  or  obligation 
under,  this  Contract  or  of  any  Lease;  or 

(2)  The  Owner  has  asserted  or  demon¬ 
strated  an  intention  not  to  perform  some  or 
all  of  his  obligations  under  this  Contract 
or  under  any  Lease. 

b.  Upon  a  determination  by  the  PHA  that 
a  default  has  occurred,  the  PHA,  with  ap¬ 
proval  of  the  Government,  shall  notify  the 
Owner  of  the  nature  of  the  default,  of  the 
actions  required  to  be  taken  on  account 
of  the  default  (Including  the  curing  of  the 
default  by  the  Owner,  the  abatement  of  hous¬ 
ing  assistance  payments  In  whole  or  in  part, 
where  appropriate,  or  any  combination  of  ac¬ 
tions),  and  of  the  time  within  which  the 
Owner  shall  respond  with  a  showing  that 
he  has  taken  all  the  actions  required  of  him. 
If  the  Owner  falls  to  respond  or  take  action 
to  the  satisfaction  of  the  PHA  and  the  Gov¬ 
ernment,  the  PHA  shall  take  appropriate 
actions  as  directed  or  approved  by  the  Gov¬ 
ernment,  to  achieve  compliance  or  to  ter¬ 
minate  the  Contract  In  whole  or  in  part. 

2.8  Default  by  the  PHA.  The  ACC  states 
that  the  ACC  provisions  quoted  In  this  Sec¬ 
tion  are  made  with,  and  for  the  benefit 
of,  the  Owner  or  his  assignees  who  will  have 
been  specifically  approved  by  the  Govern¬ 
ment  prior  to  such  assignment,  and  that  to 
enforce  the  performance  of  these  provisions, 
the  Owner  and  such  assignees  shall  have  the 
right  to  proceed  against  the  Government  by 
suit  at  law  or  in  equity.  Upon  the  determina¬ 
tion  by  the  Government  that  a  default  by 
the  PHA  has  occurred,  the  following  provi¬ 
sions  of  the  ACC  (which  Is  hereby  made  a 
part  of  this  Contract) ,  shall  be  applicable : 
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(b)  Failure  or  Inability  of  PH  A  to  Comply 
with  Contract.  In  the  event  of  failure  of  tbe 
PHA  to  comply  with  the  Contract  with  the 
Owner,  or  If  such  Contract  Is  held  to  be  void, 
voidable  cm-  ultra  vires,  or  if  the  power  or 
right  of  the  PHA  to  enter  Into  such  Contract 
Is  drawn  Into  question  In  any  legal  proceed¬ 
ing,  or  If  the  PHA  asserts  or  claims  that  such 
Contract  Is  not  binding  upon  the  PHA  for  any 
such  reason,  the  Government  may,  after  rea¬ 
sonable  notice  to  the  PHA,  determine  that  the 
occurrence  of  any  such  event.  If  the  Owner  Is 
not  In  default,  constitutes  a  Substantial  De¬ 
fault  hereunder.  In  such  case,  the  Govern¬ 
ment  will  assume  the  PHA’s  rights  and  ob¬ 
ligations  under  such  Contract,  and  the  Gov¬ 
ernment  shall,  for  the  duration  of  such 
Contract,  continue  to  pay  Annual  Contribu¬ 
tions  for  the  purpose  of  making  housing  as¬ 
sistance  payments  with  respect  to  dwelling 
units  under  such  Contract,  shall  perform  the 
obligations  and  enforce  the  rights  of  the  PHA, 
and  shall  exercise  such  other  powers  as  the 
Government  may  have  to  cure  the  Default. 

•  •  •  •  • 

(d)  Return  of  Rights  and  Obligations  to 
PHA.  All  rights  and  obligations  of  the  PHA 
assumed  by  the  Government  pursuant  to  thi6 
section  2.17  will  be  returned  as  constituted  at 
the  time  of  such  return  (1)  when  the  Gov¬ 
ernment  Is  satisfied  that  all  defaults  have 
been  cured  and  that  the  Project  will  there¬ 
after  be  administered  in  accordance  with  all 
applicable  requirements  or  (2)  when  the 
Housing  Assistance  Payments  Contract  Is  at 
an  end.  whichever  occurs  sooner." 

2.9  Remedies  not  exclusive  and  non¬ 
waiver  of  remedies.  The  availability  of  any 
remedy  under  this  Contract  shall  not  pre¬ 
clude  the  exercise  of  any  other  remedy  under 
this  Contract  or  under  any  provisions  of  law, 
nor  shall  any  action  taken  In  the  exercise 
of  any  remedy  be  deemed  a  waiver  of  any 
other  rights  or  remedies.  Failure  to  exercise 
any  right  or  remedy  shall  not  constitute  a 
waiver  of  the  right  to  exercise  that  or  any 
other  right  or  remedy  at  any  time. 

2.10  Disputes — a.  Except  as  otherwise  pro¬ 
vided  herein,  any  dispute  concerning  a  ques¬ 
tion  of  fact  arising  under  this  Contract 
which  Is  not  disposed  of  by  agreement  of 
the  PHA  and  the  Owner  may  be  submitted 
by  either  party  to  the  Department  of  Housing 
and  Urban  Development  field  office  director 


who  shall  make  a  decision  and  shall  mail  or 
otherwise  furnish  a  written  copy  thereof  to 
the  Owner  and  the  PHA. 

b.  The  decision  of  the  field  office  director 
shall  be  final  and  conclusive  unless,  within 
30  days  from  the  date  of  receipt  of  such  copy, 
either  party  malls  or  otherwise  furnishes  to 
the  Government  a  written  appeal  addressed 
to  the  Secretary  of  Housing  and  Urban  De¬ 
velopment.  The  decision  of  the  Secretary  or 
his  duly  authorized  representative  for  the 
determination  of  such  appeals  shall  be  final 
and  conclusive,  unless  determined  by  a  court 
of  competent  jurisdiction  to  have  been  fradu- 
lent,  or  capricious,  or  arbitrary,  or  so  grossly 
erroneous  as  necessarily  to  Imply  bad  faith, 
or  not  supported  by  substantial  evidence. 
In  connection  with  any  appeal  proceeding 
under  this  section,  the  appellant  shall  be 
afforded  an  opportunity  to  be  heard  and  to 
offer  evidence  In  support  of  his  appeal.  Pend¬ 
ing  final  decision  of  a  dispute  hereunder, 
both  parties  shall  proceed  diligently  with 
the  performance  of  the  Contract  and  In  ac¬ 
cordance  with  the  decision  of  the  field  office 
director. 

c.  This  section  does  not  preclude  considera¬ 
tion  of  questions  of  law  In  connection  with 
the  decisions  rendered  under  paragraphs  a 
and  b  of  this  Section;  Provided,  however, 
that  nothing  herein  shall  be  construed  as 
making  final  the  decision  of  any  administra¬ 
tive  official,  representative,  or  board,  on  a 
question  of  law. 

2.11  Interest  of  members,  officers,  or  em¬ 
ployees  of  PHA,  members  of  local  governing 
body  or  other  public  officials.  No  member, 
officer,  or  employee  of  the  PHA,  no  member  of 
the  governing  body  of  the  locality  (city  and 
county)  in  which  the  project  Is  situated,  no 
member  of  the  governing  body  of  the  locality 
In  which  the  PHA  was  activated,  and  no 
other  public  official  of  such  locality  or  lo¬ 
calities  who  exercises  any  functions  or  re¬ 
sponsibilities  with  respect  to  the  project, 
during  his  tenure  or  for  one  year  thereafter, 
shall  have  any  Interest,  direct  or  Indirect,  In 
this  Contract  or  In  any  proceeds  or  benefits 
arising  therefrom. 

2.12  Interest  of  members  of  or  delegate  to 
Congress.  No  member  of  or  delegate  to  the 
Congress  of  the  United  States  of  America  or 
resident  commissioner  shall  be  admitted  to 
any  share  or  part  of  this  Contract  or  to  any 
benefits  which  may  arise  therefrom. 


2.13  Nonassignability. — a.  The  Owner 
agrees  that  he  has  not  made  and  will  not 
make  any  sale,  assignment,  or  conveyance  or 
transfer  In  any  other  form,  of  this  Contract 
or  the  project  or  any  part  thereof  or  any  of 
his  interest  therein,  without  the  prior  consent 
of  the  PHA  and  the  Government:  Provided, 
however,  That  In  the  case  of  an  assignment 
as  security  for  the  purpose  of  obtaining 
financing  of  the  project,  the  PHA  and  the 
Government  shall  consent  In  writing  If  the 
terms  of  the  financing  have  been  approved 
by  the  Government.  An  assignment  by  the 
Owner  to  a  limited  partnership  of  which  the 
Owner  Is  the  sole  general  partner  shall  not 
be  considered  an  assignment  herein. 

b.  The  Owner  agrees  to  notify  the  PHA  and 
the  Government  promptly  of  any  proposed 
action  covered  by  paragraph  a  of  this  Sec¬ 
tion.  The  Owner  further  agrees  to  request 
the  written  consent  of  the  PHA  and  the 
Government  in  regard  thereto,  except  In  the 
case  of  an  assignment  as  security  as  provided 
In  paragraph  a  of  this  section. 

c.  For  the  purpose  of  this  section,  a  trans¬ 
fer  of  stock  In  the  Owner  In  whole  or  In  part, 
by  a  party  holding  ten  percent  or  more  of  the 
stock  of  said  Owner,  or  a  transfer  by  more 
than  one  stockholder  or  the  Owner  of  ten 
percent  or  more  of  the  stock  of  said  Owner, 
or  any  other  similarly  significant  change  In 
the  ownership  of  such  stock  or  In  the  rela¬ 
tive  distribution  thereof,  or  with  respect  to 
the  parties  In  control  of  the  Owner  or  the 
degree  thereof,  by  any  other  method  or 
means,  whether  by  increased  capitalization, 
merger  with  another  corporation,  corporate 
or  other  amendments.  Issuance  of  new  or 
additional  stock  or  classification  of  stock  or 
otherwise,  shall  be  deemed  an  assignment, 
conveyance,  or  transfer  with  respect  to  this 
Contract  on  the  project.  With  respect  to  this 
provision,  the  Owner  and  the  party  signing 
this  Contract  on  behalf  of  said  Owner,  rep¬ 
resent  that  they  have  the  authority  of  all 

•of  the  existing  stockholders  of  the  Owner 
to  agree  to  this  provision  on  behalf  of  said 
stockholders  and  to  bind  them  with  respect 
thereto. 

•  Sheldon  B.  Lubar, 

Assistant  Secretary  for  Housing 
Production  and  Mortgage 
Credit — FHA  Commissioner. 
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